
IN THE UNITED S TATES DIS TRICT COURT
FOR THE S OUTHERN DIS TRICT OF NEW YORK

ARIST A RECORDS LLC; ATLANTIC )
RECORDING CORPORATION; BMG )
MUSIC; CAPITOL RECORDS, INC.; )
ELEKTRA ENTERTAINMENT GROUP )
INC.; INTERS COPE RECORDS; LAFACE )
RECORDS LLC; MOTOWN RECORD )
COMPANY, L.P.; PRIORITY RECORDS )
LLC; SONY BMG MUSIC )
ENTERTAINMENT; UMG RECORDINGS, )
INC.; VIRGIN RECORDS AMERICA, INC.; )
and WARNER BROS. RECORDS INC., )

)
P la intiffs , )

)
v. )

)
LIME WIRE LLC; LIME GROUP LLC; )
MARK GORTON; GREG BILDSON; and )
MJ.G. LIME WIRE FAMILY LIMITED )
PARTNERSHIP, )

Defendants . )

----------------------------------)

06 Civ. 05936 (KMW)
ECF CASE

DECLARATION OF ANTHONY M. LENDEZ, CPA, CFE, CFF
IN S UPPORT OF DEFENDANTS ' OPPOS ITION TO PLAINTIFFS ' MOTION FOR

PRELIMINARY INJUNCTION FREEZING DEFENDANTS ' AS S ETS

Anthony M. Lendez, CPA, CFE, CFF being duly sworn, deposesand statesas follows:

Bac kg ro und and S c o pe

1. I am a partner of BDO Consulting, a divis ion of BDO Seidman LLP ("BDO"). I am a

Certified Public Accountant and Certified Fraud Examiner and also have the designation of

Certified in Financia l Forens ics. I have over 30 years of experience inaccounting and

Arista Records LLC et al v. Lime Wire LLC et al Doc. 309

Dockets.Justia.com

http://dockets.justia.com/docket/new-york/nysdce/1:2006cv05936/288038/
http://docs.justia.com/cases/federal/district-courts/new-york/nysdce/1:2006cv05936/288038/309/
http://dockets.justia.com/


-2 -

auditing. I have worked as an Audit Manager for KPMG LLP where I was responsible for

performing audits of companies in various industries, including companies regis tered with

the U.S. Securities and Exchange Commiss ion ("SEC"). I have also worked as a Technica l

Manager for the SEC Practice Section of the American Institute of Certified Public

Accountants where I investigated alleged audit fa ilures involving national and loca l public

accounting firms. At BDO, I direct the Financia l Reporting Disputes andInvestigations

practice, which encompasses securities litigation, accountants ' profess ional liability, and

corporate interna l investigations. I ass is tcompanies with matters involving alleged financia l

s ta tement fraud and managementfraud. I a lso ass is tcounsel in evaluating audit, accounting,

and financia l reporting issues and in preparing for tria l. I have beeninvolved in various high

profile securities litigation matters and investigations, including but not limited to the Enron,

New Century, Fannie Mae and AOL Time Warner matters . Specifica lly on AOLTime

Warner, I served as the accounting advisor to the Independent Examiner, whowas reta ined

by AOL Time Warner pursuant to a Consent Order between the company and theSEC to

investigate the company's accounting for online advertis ing revenue to determine whether the

company's accounting practices complied with U.S. genera lly acceptedaccounting principles

("GAAP"). Prior to joining BDO Consulting, I was a member ofBDO's NationalAssurance

Department, where I ass is tedin the development of the Firm's audit and accounting guidance

and re la ted tra ining materia ls , and respondedto technica l inquiries involving the application

of audit, accounting, financia l reporting, and Firm policy matters .
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2. I was reta ined by Defendants and Defendants ' counsel to quantify the profits ! of the

software business of Lime Wire LLC ("Lime Wire") from its inception in August 2000

through present? In addition, I was asked to quantify funds disbursed from Lime Wire to

Mark Gorton ("Gorton") as well as to entities that he founded and/or in whichhe has or had

an ownership interest (re ferred to here in as "re la tedentities"), from August 4, 2003 through

present" (the "re levant period"). This quantifica tion included disbursements such as

dis tributions, compensation, and other payments. I a lso performed data analys is of the cash

disbursement activity reports of Lime Wire, Lime Group LLC ("Lime Group"),and MJ.G.

Lime Wire Family Limited Partnership ("Lime Wire FLP") to evaluate whether there was any

evidence suggesting a poss ible diss ipation ofassets .' Other BDO profess ionals , whom

worked under my supervis ion and direction, have ass is tedme in this matter.

3. Based on discuss ions with the company and a review of the re levant documents, I ga ined

an understanding of the corporate structures of Lime Wire, Lime Group, and Lime Wire FLP

as well as Gorton, his family members, and his re la ted entities . I a lsoindependently

conducted my own investigative due diligence to corroborate my understandingof the above.

I The term "profits" re ferred to here in is defined as net income as reflectedin Lime Wire LLC's accounting records.
2 At the time I conducted my analyses,the most recent financia l data available for Lime Wire was through the month
ended April 30, 2010.
3 The term "re la ted entities" re ferred to here in was defined by counsel. As discussed further be low, I conducted
independent research to confirm the re la ted entity information provided by counsel.
4 The cash disbursement activity reports for Lime Wire were provided through May31, 20 I0 whereas the reports for
M.J.G. Lime Wire FLP and Lime Group LLC were provided through June 4,2010 and June 5, 2010, respective ly.
Therefore, the date range for cash disbursements varies s lightly.
5 The term "diss ipation of assets"was defined by counsel as the intentional moving or concealment of assets in an
attempt to hide, protect or otherwise shie ld them from potentia l judgmentcreditors .
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Specifica lly, I performed public records research to identify and confirm the exis tence of

Gorton's re la ted entities beyond the re la ted entities provided by counsel.

Quantific atio n o f Pro fits Re late d to Lime Wire 's S o ftware Bus ine s s

4. To quantify the profits of the software business of Lime Wire, I obta inedthe monthly

financia l s ta tements for Lime Wire from the company." I verified the mathematica l accuracy

of the financia l s ta tements. In addition, I verified the completenessof the financia l

s ta tements by reperfonning the exporting process from Lime Wire 's genera l ledger

accounting system on a test bas is and by agreeing the consolidated revenue and profit

amounts to the respective year's income tax return.Based on my understanding of Lime

Wire 's bus iness and my experience with the high technology and software industries, I

reviewed the various income statement line items to identify the revenue andexpensesre la ted

to the software business. Because Lime Wire 's financia l s ta tements included financia l

information re la ting to LimeWire Store, a separatebus iness unit from Lime Wire 's software

business, I made certa in adjustments to exclude the revenue and expensesre la ted to this non-

software-re la ted businessunit. To deduct LimeWire Store 's financia l information from Lime

Wire 's financia l s ta tements,I obta ined an allocation schedule fromthe company, compris ing

the revenue and expenses for LimeWire Store, and analyzed it for reasonableness. I a lso

6 The consolidated financia l s ta tementswere obta ined for Lime Wire LLC (the parent), which included the financia l
s ta tements for the individual subs idiaries, Lime Wire and Lime Engine. Lime Engine, which is no longer
operational, was a start-up company that was developing a enterta inment-focused search advertis ing engine and was
unre la ted to Lime Wire 's software business. Therefore, my quantifica tionof profits re la ted to the software business
was based sole ly on the Lime Wire subsidiary's financia l s ta tements.
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gained an understanding of the company's methodology for preparingthe allocation schedule.

This a llocation schedule consis ted of a line-by-line analys is of theincome statement line

items that were allocated between the software business and LimeWire Store. Expenseswere

allocated based on employee headcount and/or the nature of the expense incurred. Once the

LimeWire Store revenue and expenseswere deducted from Lime Wire 's financia l s ta tements,

I analyzed the revenue and expenses re la ted specifica lly to the software business, ca lcula ted

the profits for the re levant period and summarized the profits by year.

5. Based on my calcula tions, tota l profits for Lime Wire 's software business were

$62,995,481 from its inception in August 2000 through April 30, 2010. Had LimeWire

Store 's revenue and expensesbeen considered in my calcula tions, total profits for Lime Wire

would have been $48,754,935 (as origina lly reported in the Lime Wire subsidiary's financia l

s ta tements).7 A summary of Lime Wire 's software business-re la ted profits by year is

re ferenced asExhibit A of this declaration.

Quantific atio n o f Funds Dis burs e d fro m Lime Wire to Mark Go rto n o r Re late d Entitie s

6. To quantify funds disbursed to Gorton and his re la ted entities , I obta ined the cash

disbursements activity reports for the financia l ins titution accounts ofLime Wire, Lime

Group and Lime Wire FLP. These reports included dis tributions, system generatedchecks,

manual checks, automated clearing house ("ACH") payments, and wire transfers for the

7 Tota l profits on a consolidated basis for Lime Wire (including the wholly owned subsidiary, Lime Engine) were
$47,202,832.
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re levant period. I was advised by the company that the financia l ins titution accounts and the

re la ted cash disbursement activity included in the data analys is were a complete and accurate

lis ting of a ll financia l ins titution accounts ofLime Wire, Lime Group and Lime Wire FLP. I

verified the completeness of the cash disbursementactivity reports by reviewing a sample of

the bank reconcilia tions and agreeing the cashbalances to the respective bank statements and

balance sheets . In addition, the cash balances per Lime Wire 's consolidated balance sheets

were agreedto the respective year's income tax return.

7. To perform my analys is ,queries 'were developed to identify funds disbursed from Lime

Wire to Gorton personally, as well as to his re la ted entities . To capture both "direct"

disbursements from Lime Wire to Gorton, as well as "indirect" disbursements to Gorton

through Lime Group or Lime Wire FLP, I analyzed disbursements not onlyfrom Lime Wire

to Gorton, but a lso disbursements from Lime Group and Lime Wire FLP to Gorton. To avoid

double-counting, I a llocated disbursements from Lime Group and Lime Wire FLP to Gorton

based on the percentage of incoming funds Lime Group and Lime Wire FLP received from

Lime Wire during the re levant year." For example, assume that in 2005, Lime Wire

disbursed $100,000 to Lime Group and Lime Group disbursed $80,000to Gorton. Also

assume that, in 2005, tota l incoming funds for Lime Group were $200,000. In this example,

Lime Wire was the source of 50% of Lime Group's funds in 2005 ($100,000/ $200,000).

8 The tenn "queries" re ferred to here in is defined as searchesof certa in criteria in a re la tiona l database to obta in lis ts
of records that match the search criteria and operations to count items and sum amounts.
9 Lime Group and Lime Wire FLP received funds from sourcesother than LimeWire.
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Therefore, in my analys is of disbursements, I would estimate that 50% ofany disbursements

from Lime Group during 2005 would be derived from Lime Wire funds. As a result, $40,000

of Lime Group's $80,000 in disbursements in 2005 to Gorton would be calcula ted as re la ted

to Lime Wire. The remaining $60,000 of the $100,000 disbursed from Lime Wire to Lime

Group in 2005 would be class ified as a disbursementto Lime Group. The main point is that,

in quantifying disbursements from Lime Wire to Gorton in 2005, it would beinappropria te to

s imply add the disbursements from Lime Wire to Lime Group of $100,000 tothe

disbursements from Lime Group to Gorton of $80,000 because doing so would double-count

the same funds: once when the funds are disbursed from Lime Wire, and then again when the

funds are disbursed from Lime Group.

8. Using the methodology described above, I ca lcula ted the gross amountof funds disbursed

from Lime Wire to Gorton personally of $14,945,45310 from August 4, 2003 to present. The

gross amount of funds disbursed from Lime Wire to Gorton's re la ted entities , including

entities in which Gorton has any ownership interest whatsoever, tota led $21,836,541 from

August 4, 2003 to present.I I This includes tota l amounts disbursed to these entities without

regard to Gorton's percentage ownership in the re la ted entity.l'' Of the gross amounts

disbursed to Gorton and his re la ted entities , 88% of the disbursements constituted

10 This amount is comprised of $14,906,762 in disbursements from Lime Group and Lime Wire FLP and $38,691 in
compensation paid to Gorton from Lime Group's payroll provider through June 15,2010.
11 Entities with tota l disbursements of less than $1,000 over the entire re levant period were considered de minimis
and, therefore, I excluded them from my quantifica tion.
12 Gorton's ownership interests in these entities ranged from approximate ly 25% to approximate ly 48%.
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dis tributions of profits in the normal ordinary course (see below for my analys is of investor

dis tributions). As discussed in the paragraph below, the remaining disbursements (tota ling

$4,403,178 over approximate ly seven years) constituted disbursements for normal expenses

incurred by Lime Wire in the ordinary course of bus iness.

9. After performing the foregoing gross calcula tions, I adjusted my quantifica tion of funds

disbursed from Lime Wire to Gorton and his re la ted entities to: (a) account for funds

disbursed from Lime Group13 and Lime Wire FLP to Lime Wire and (b) deduct funds that

were normal ordinary course business expenses. These adjustments reduced the gross

amount of funds disbursed from Lime Wire to Gorton and his re la ted entities . After these

adjustments , the tota l net amount of funds disbursed from Lime Wire to Gorton and his

re la ted entities , including entities in which Gorton has any ownership interest whatsoever,

was $31,697,520. Specifica lly, $14,945,453 was disbursed to Gorton (as discussed above),

$13,601,754 was disbursed to Lime Wire FLP (in which Gorton has a 48% ownership

interest), and $3,150,313 was disbursed to Lime Group (in which Gorton hasa 48%

ownership interest). After taking into consideration Gorton's ownership interest in Lime

Wire FLP and Lime Group, the allocated proportion of tota l net funds effective ly disbursed to

Gorton was $22,986,445. My calcula tions described in paragraphs 8 and 9 are referenced as

Exhibit B of this declaration.

13 While not re flected in the quantifica tion of funds disbursed from Lime Group to Lime Wire, which only includes
disbursements made from August 4, 2003 forward, between September 2000 and October 2001 Lime Group made
capita l contributions to Lime Wire tota ling $1,380,000.
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Analys is o f Cas h Dis burs e me ntAc tivity Re po rts

10. I performed additiona l data analys is on the cash disbursement activity reports of Lime

Wire, Lime Group, and Lime Wire FLP to evaluate whether there was any evidenceof

poss ible diss ipation of assets . Specifica lly, I analyzed his torica l trends in the cash

disbursements by developing queries to identify changes in disbursementpatterns, unusual

payments to vendors or re la ted parties , or irregular disbursement amountsfor the re levant

period. The cash disbursements analyses included, but were not limited to, summarizing and

reviewing disbursementsby payee by month and year as well as analyzing the commentary in

the "memo" (i.e ., description) fie ld in the cash disbursement activity reports . In addition, I

compared vendor addressesto Gorton's addresshis tory as established from the investigative

due diligence procedures I performed (described above) to identify any additiona l re la ted

entities in which Gorton may have an interest. In performing my analyses, Icons idered

common patterns and characteris tics typica lly found suggesting a possible diss ipation of

assets (e.g., unusual payments to family members or re la ted entities , abnormal payments of

personal expenses,unpaid loans, unnecessaryand/or excess ive purchasesof assets ,amounts

in even dollars). I se lected certa in specific disbursements for further investigation and

analyzed the supporting documentation.

11. Based on my analyses,I conclude that disbursementsmade from Lime Wire, Lime Group

and Lime Wire FLP appear to be re la ted to dis tributions of profits and normal bus iness

expensesincurred in the ordinary course of bus iness. No entities were identified with vendor
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addressesthat were the same as those re la ted to Gorton, and no unusualpayments to Gorton's

family members or other entities or individuals were identified. Moreover, it appears that

disbursements fromLime Wire, Lime Group, and Lime Wire FLP to Gorton and his re la ted

entities s ignificantly decreased from 2007 to present. Thus, I have seen no evidence to

indicate the poss ible diss ipation of assets .

12. I a lso analyzed his torica l trends of the dis tributions made to investors of Lime Wire.

Specifica lly, I compared the changes in Lime Wire 's consolidated profits to the changes in

Lime Wire 's dis tributions of profits over the re levant period. Due to certa in lags in the

timing of the dis tributions re la tive to the respective period's profits , I utilized a two-year

moving average to smooth out any short-term fluctuations and identify longer-term trends.

To illus tra te , the average amount of profits for years 2002 and 2003 were compared to the

average amount of dis tributions to investors for years 2002 and 2003. I then calcula ted the

increase/decreasein Lime Wire 's consolidated average profits and distributions for each two-

year period and compared the respective percentageincrease/decreaseto the averages for the

prior two-year period.

13. For the periods that included 2006, I adjusted the 2006 consolidated profits to exclude a

one-time expense of $3,196,394 incurred in December 2006 re la ted to thecancella tion of

certa in company stock options.i" Adjustment of this one-time expensewas necessary to

14 Neither Gorton or any of his re la tives were Lime Wire stock option holders . Therefore, they did not participate in
or benefit from the cancella tion offer.
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makeLime Wire 's consolidated profits and dis tributions for 2006 consis tentwith other years

becausedis tributions were made to investors throughout 2006 before the decis ion was made

to offer Lime Wire 's s tock option holders the opportunity to cancel the ir stock options and

receive cash consideration in lieu of the stock options. The cancellation of these stock

options had a significant impact on the fourth quarter 2006 consolidated profits and, thus,

causeda significant aberration in my data analys is . As a result, I adjusted Lime Wire 's 2006

consolidated profits as origina lly reported from $10,449,827 to $13,646,221.

14. A summary of the comparisons I made reflecting the foregoing 2006one-time adjustment

follows:

Ave rag e Ave rag e Inve s to r
Two -Ye ar Pro fits fo r Two % Dis tributio ns fo r %

Pe rio d Ye ars Chang e Two Ye ars Chang e

2002& 2003 $ 1,051,406 $ 919,750
2003& 2004 $ 2,340,309 123% $ 1,947,125 112%
2004& 2005 $ 7,183,983 207% $ 5,695,375 193%
2005& 2006 $ 12,191,994 70% $ 9,126,750 60%
2006& 2007 $ 14,630,707 20% $ 11,567,625 27%
2007& 2008 $ 10,595,293 -28% $ 7,711,750 -33%

15. Based on my analys is , the dis tributions made to investors were substantia lly cons is tent

with the consolidated profits of Lime Wire. As illus tra ted in the table above, in four of the

five comparative periods, the increase (decrease)in dis tributions madeto investors was less

(more) than the increase (decrease) in consolidated profits . For the 2006 and 2007
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comparative period, the increase In dis tributions was fa irly In line with the increase In

consolidatedprofits .

16. Based on my analys is of the individual dis tributions toLime Wire investors , I did not

identify any disproportionate dis tributions to Gorton or his re la ted entities or individuals

during the re levant time period. The amounts dis tributed to each Lime Wire investor were

substantia lly cons is tentwith each investor's respective ownership interest. Furthermore, no

dis tributions were made to Gorton or his re la ted entities (or to any other investors , including

Gorton's re la tives) after February 2008.15 In fact, Lime Wire FLP actua lly made an

additiona l capita lcontribution to Lime Wire of$616,250 in January2009.

17. In summary, based on the results of the work performed, I have not identified any

changes in disbursementpatterns, unusual payments to vendors or re la ted parties , irregular

disbursementamounts ,or other evidence that would be indicative of the poss ible diss ipation

of assets .

I declare underpenaltyof perjury that the foregoing is true and correct.

fh
,;:29day of June2010 in New York, New York.

Executedthis

15 The February 2008 dis tribution, which approximated $2,051,750, was the only dis tribution made subsequent to
November2007.
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Aris ta RecordsllC et 31. II. Lime Wire llC ct at. lime Wire LLC- Software Business

Profit & Loss Statement
August 1,2000(Inception)throughApril 30,2010

Exhibit A

Ordinarylncome/EJo:pense

Tota l Income
Less: LimeWireStore lncome

Tota l roccme • Software Business

Tota l COGS

Less: LimeWire Store COGS

Tota l COGS·SoftwareBusiness

Tota l GrossProfit
Less: LimeWirestoreGrossProfit

Tota l Gross Profit - Software Business

bpense

Tota l Payroll

Less: LimeWirestorePayroll

Tota l Payroll· Software Business

Tota l sactnues

tessumewbe stcre seouues

Tota l Facilities· Software Business

Tota l Profess ionalFees
less: LimeWire Store Profess ionalFees

Tota l Profess ionalrees . Software Business

Tota l TechnologV& Infrastructure
less: LimeWire Store Technology& Infrastructure

Tota l Technology& Infrastructure - Software Business

Tota l Deprecia tion& Amortization
Less:UmeWire Store Deprecia tion& Amortization

Tota l Deprecia tion& Amortization -settwareBusiness

license Fees

Less:LimeWireStore Licens ingFees

Tota l Licens ingFees- Software Business

Tota l Recruiting
Less:LimeWire5tore Recf\.liting

Tota l Recruiting-Software Business

Tota l Marketing& Promotion
Less:LimeWire Store Marketing& Promotion

·Tota l Marketing& Promotion - Software Business

Tota l Other Expenses

less: LimeWireStore Other Expenses

Tota l Other Expenses- Software Business

Tota l Expense

less: LimeWireStore Tota lExpenses

Tota l Expenses- Software Business

Net Ordinary Income

less: UmeWire Store Net Ordinary Income

Net Ordinary Income - Software Business

Dtherlncomej'Expense

Tota l Other Income

less: LimeWire store Net Other Income

Net Other loccme- Software Business

Tota l Othe~Expense

Less:limeWire Store Net Other Income

Net Other Income - Software Business

Net Other Income/Expense

less: LimeWire 5tore Net Other Income

Net Other roccme- Software Business

B/l/2ooo-

12/31/2000 '001 '00' '003 '00' '008 2009

20,954,489

517.413

20,437,075

1,161,440

307,269

854,171

19,793,049
210,144

19,582,90S

10,582,706

4,049,330

6,533,377

1,968,337

870,612

1,097,726

1.514,057

33,121
1,480,936

1,493,468

699,025

794,443

2,708,282
410,412

2,297,860

534,154

534,154

43.6l3

~
16,721

1.240,070

476,424

763,646

20,084,689

6,565,825

13,518,864

(291,640)

(6,355,681)

6,064,040

2,043,083

2,043,083

183,405

183,405

1,859,678

1,859,678

1,568,037

(6,3S5,681)

7,923,718

1/1/2010-

4/30/2010

8,595,762
233,949

8,361,813

418,691

129,462

289,229

8,177,071
104,487

8,072,583

4,653,466

510,456

4,143,010

535,455

73,886

461,569

988,088
19B,882

789,206

576,309
173,677

402,632

186,363
59,251

127,113

50.000

50,000

128,416

128,416

67,702
36,978

30,724

542,500
158,455

384,045

7,728.299
1,211,584

6,516,715

448.772
(1,107,097)

1,5S5,868

166,549

Tota l

103,290

127,986,710

sege i cr i

166,549

42,083

42,083

124,467

124,467

573,239

11.107,097)

1,680,33S

128,841,363

55,163 491,894

854.653

6,538,046

6,046,lS2

122,303,316

362,759

121,940,5S7

160,075 $ 165,117 s 281,543 1,128,298

42,465,370

9.074,337

10,797 910,174 3,79S,222

33,391,033

5,529,479

1,734,257

14,466 246,46B
13,310,639

13,064,170

3,891,821
1,255,669

2,636,152

4,907 132,489 46,678 s 102,377 80,180 66,936 82,125 482,160 824,193
382,967

441,226

4,003,027

4,742,653

739,626

10,832 1,411,510

269,953

50,000

50,000

6,983 380,070 1,412.027

100 37,294
34,354

2,940

171.829

101,459

70,370

1,412,027

4,772,557
1,451,488

3,321,068

4,869 165,000 66,413 $ 100,359 s 121.173 134.113 440,275 568,611 1,389,174

~
780,222

76,346,374

14,603,305

61,743,069

45,956,942
(14,240,S46)

$ 286,912 $ 1,409,275 $ 1,034,615 S 1,255,031 $ 1,712,874 3,597,952 $ 9,361,905 10,032,606

s s s 1,761,658

19,842,216

5,064,238

60,197,488

12,601 351,700 5,048,648

5,048,648

2,250,655

(4,502) 77,598 2,797,993

2,2S0,6S5

2,797,993

48,754,935

t14,240,S46)

62,995,481

Net Income

less: LimeWireStore Net Income

Net Income - Software Business

161,499 S 2,076,983 s 2,420,481 s 5,816,478 s 15,595,031 s 21,322,775 s 25,332,734 26,565,130

Declarationof Anthony M. tencea dated June 29, 2010

161,499 s 2,076,9B3 $ 2,420,481 s S,816,478 s 15,S9S,031 S 21,322,775 $ 25,332,734 26,461,840

160,075 s 165,117 S 281,543 1,205,310 s 1,150,568811,842 1,183,460

811,842 1,205,310 $ 1,150,568

161,499 $ 1,916,908 S 2,255,365 $ 5,534,935 $ 14,783,189 $ 20,117,466 $ 24,182,166

$ $ $ $ $

25,381.670
48,128

161,499 S 1,916,908 S 2,25S,365 S 5,534,935 S 14,783,189 S 20,117,466 S 24,182,166 l5,333,S42

254,062 950,102 S 656,494 S 756.400 S 1,162,827 2,991,341 S 7,409,763 S 4,330,587

S s 1,485,098

8,717,621

3,029,453

2S4,062 9S0,102 s 6S6,494 s 756,400 $ 1,162,827 s 2,991,341 s 7,409,763 s 2,845,489 5,688.168

10,797 119,507 s 206,498 s 206,110 $ 205,992 205,992 249,878 186,645
65,665

1,634,268
724,094

119,S07 s 206,498 s 206,110 s 20S,992 20S,992 249,878 120,980

1,346 3,578 40,789 66,116 S 102,827 140,117 S 1,025,294 s 3.980,342 5,448,086

1,346 3,S78 40,789 66,116 s 102,827 140,117 S 1,025,294 S 3,980,342 5,433,620

4,907 132,489 46,678 102,377 80,180 66,936 82,12S 482,160

22,026 17,193 18,215 27,140 25,212. 91.922 223,958

10,832
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Exhibit B
Aris ta Records llC etat. v. Lime Wire LlC et a l.

S~~~;;~fDisburs~~;~~;f;~l-i;;'~-wi~~lLC;~M;;kGO~t~-&R~;di;;titi~l-----
F;-;;'A~~U5t4.20-03to May 31,-20102- --.,------------------.---- -------- ----~-

~ ----L __ -.:L~=_-:~~~_=:~~_~__-~_=-_=_=_~~~·--.-------==-=--. . 2003 2004 ~ _ 2006 ~ 2008 ~

---l5UMMA.RY~FD[SBURSEMENT?_~_~~~_Ll!'fIEWI_REllC __ ._ _ _ Ii I _ _,,' _ __ __ I , i_____ I. _ _ I

_J~-=~~t~gJ;:~~~~~i~~~~~~~~?:~__--~-==-=~==~=====~-••t!· .li~_~~I~-~=~~-J~~~]t--~-~X!::~~U=--i81~~i~?£[ -ili~~~~!~f1:=-~!~~~~~~E:~:l:~L=.·-
___1 i 4 l~t~_~~~~~e~_E~~~s~_ __ _ ~______ s {69,128)i S (205,992)1s (205,492)' $ (194,330): S (571,017)] S (598,500)1 S (244,622)1s

____L ---1 1 ~ . . ~ ~~_~~~fI.1~~~J $ (549,128) $ (2,792,134) $ (7,674,229) $ (9,009,734) $ (13,013,352) $ (3,031,445) $ (459,453) $

=-~-hJUSTME~!~J.~-----:~-~~~--~~----~-~~-=~~-~-==-~~--~~-_~~-~:--==~=--~~=-~=--=~--l" -------1=~~~=-~~-~~~~·i_~~~~ ---J--- ----- ---=-=~~~-~~=--=--Ii ,Amounts PaId to Mark Gorton from (a llocated based onmcommgfunds); 1 I 'I

I : J 'Ume Group LLC I L' --j' I---T·---.·--- -.-.- .. --....--.. --------------.-...-.-.-.----.---...--... .--....--------- ....- ..-.--.~.-..---- .. -.--....-------- . -.'. '.....--.----.-... -- ...-----t-:c-..... ---
_ _ I [AllPayments to Mark Gorton _ I $ 150,000 ! $ 2,135,000 ! S 4,900,150 :S _. -__ lL_ ___.:..L ._- _._L ~ . __ j $ __

----1--- -.-.J--(BiTp;;:centag~ IncomingF~nds into Um~-G~--;;-~P-LLC-t;:o~-lime Wir~ -LLC-during th-;yea;-- .- - .-----._ .. -- - --:----------1-- ------i--- ! ! i :
I I I I ' I I ,~ 4= · L----- -~--- ------------- - ', 69.69%! 49.40%1 52.57%, 10.64%1 28.07%! 21.17%1 9.09%1 8.68%:=m= ~~~~~J~!l~~!'~.~~~~:.~~':~~~_d~vedfro~Lime_~~~~_________ ----=1,-£-- ~~~'.~_3_~l~-~4,662li-----------~-~?-6,~~-S-- .J .$ --- - ----t~---

_.+ . L~-~~~m.!~!.:..FQmilY ~~i~~~ !!E'!ty_e_~!!JE _ _ .. -i , ---l_______ _ __ _ L _____' ,--- ~-- __-_.--_'1' __

L : [DjlPayments to Mark Gorton $ - I $ - I $ ! S $. ~,4~2!~'?_~Jj ~,790,O~0_L$ _L~_ __. __---1----1--1----- ----.------- ...-.--.-~...----i"---. --------r-··------r-----·- .. I . i· i -1
---®t~_._.j.__-.J~l!~:::..~~~~:.~~C~~gFUndSjn~~Lime----:vy~~f-~-~.!.~?mLi~e __~i~~_~~~~~jngtheyear _t_1 _ 000%1 000% . 99.98%:_ 99.39% . 100.00%: __96.04%1 0.00%1 0.00%1_-

~:J:l,~~~~~~:G~~~~~;ed!~~=~~"~LL=~~~~~~;~~~~-=~:~:jl~ __~=_:_:t~:~173~!__-==- !! --(~":~~ ~I~:~:)t~.·it- ..__J~ ,H~)
! tompensationtoMarkGortonfromLimeGroup'.. .. .... " I I 'I.... ...• ...' .J~=-=~i=!"t:-!~,~=:,;:::~-:;::"'=~:~w~:~~;:.:it~~r- ~~~~:::'-'::~~~'-~!::::t'....T~~r~j':::i' - -'=1·

- 3 I [J;~::d~li::~::~::':::,:::kGortonderivedfrom LomeW"eLL~ -~~-=--t$ 1
9

,06T {7,256j$ ~2~ (~'7~~~_. ~+ ~~5): $__ ~l~r~19~~r 138,691)

---r --=-~~$I~~~G:~~~~f-:~~--=~h'P~-~--=-~'::'=-==------P1--~-~-=--H-- -:'--:"-23itf~-=--==="i66fI---= - --~o~~ ~----=R-=-=-~'::'j:6~H--=-~61~~·H- - ---~+--.--···6m~~
'=-------i ' 1 $ I $ 731 $ 1,766I $ 100 I$ I $ 2,642! S 676,057I S IS 681,296

=L~i~~!~:·"='~-~.....=~~~F-..:~;',~I;=-.,'~~~~=="}jlHF~~1~~~===~:i:-~:::mu;~ll: -~
__ -L .L_ ... _. ._._ ..._~ __.~ . .. IS 69,128I $ 265,509I $ 279,2291$ 505,484'S 1,366,2271$ 1,244,320:S 459,453i S 213,829IS 4,403,178

ADJUSTED sIUMMA~Y OFDISBURSEMENTSFROM-LIMEWIRELlC - - - - - - - -- 1- ---__~L - - - L- - ------1--------!---- ---....,. 1__.--.----·--+-------------1-------- ----- --- ----- ----- _..-----
3~TL';;;-eo;;;;;PLLc-- --- ------------- ---Ti$---(375,4~-- (i~471,233)1 $ (l,366,061U S 1$ ---- --h--------2.642Ts-. -.--. 5-9~807jS·--- _-··---_-+r------(3,""150,313)

= -~=~=it~~~~~:~':;~n::Y~m:t:d~~~~~~ ~= ----=-~==~1~t-==~~6~~-~~~-1-=--=--~~Et~~~~=~-~~tflli~-=-_J]I~~~~~~~~~-==6~}]}~)lr~---=:i~4T~-_~==J:1:~Hl
----L- : I NET AMOUNTI S (489,068) S (2,533,150) $ (7,401,498) S (8,505,927) $ (11,652,243) S (1,788,738) $ 674,041 S (937) $ (31,697,520)

~S~~fi~t~;~~:==~~·~~f~L-~:I~~:;~~=~~~~~~;~J;~i~~~~~~~-~~(~-=-,ii~:i
~ __=::c---T~~-:-:--·--··-~_~~~-:~~·-~_-_-_-·_:r<?TAl NIT AMOUNT ALLOCATED TOMARK GORTONi $ (293,825) $ (1,768,109) $ (4,896,626) $ (4,083,769) $ (10,510,881) $ (1,754,789) $ 322,491 $ (937) $ (22,986,445)

~~~.tot.n,,,esI..:=--t--=-:~~~:.:.=-.-_~-=-=-=- -~-=~===~==--=~~}L==~~=-:J=====~ : ~--j~_:~-~_==-=-_=--=i=~-~_=__~~_==_--+==~_=_±~~~=_~__~_=~=~=~
: {1] Related entities with tota l disbursementsof less than $1,000 over the entire re levantperiod were considered de minimis and were therefore excluded from my analys is of disbursements. I I

-.---l- I _._~ ..__ ~ __ . ... u_ .. .• --- - •• - .---. -------- ---.- .-.-.- -- - --.--.--. _._ ••• ._. L_
I (2] I·The cash disbursement activity reports for Lime Wire were provided through May 31,2010 whereas M.J.G. Lime Wire FLP and lime GroupLlC were provided through June 4, 2010 andJune 5, 2010, respective ly. Therefore,the date range for cash disbursements I
I varies s lightly. I

~I --L-~ __.-.--- .. ~______ .. ... ..._. ._. ~~ __ . ... +-_
! [3] IThese re la tedentitles Include 377 Tower RealtyLl.C, LimeBrokerage Holdings llC, Lime Labs LLC, and Lime Labs IndiaPvt Ltd. i
h-t-----.-·------·-- -~-------- ---.-----..-------c~-- ...-.-------. . ~------.----

(4] ICompensation paid to Mark Gorton from Lime Group LlC was provided throughJune 15, 2010. This amount IS not included 10 the gross amount for Lime Group LLC because It was paid through Lime Group's payroll provider, not through a re la ted entity.

I

3,735,366

2010 Tota l

,

_j;;lio51r~ '::::::.I9,1O},097)
i s (2S,389,SOO)
'f --
S 12,251,706)
S 136,743,303)

1--

(5) As these disbursements were made payable to lime WireLl.C, they were excluded from my analys is of disbursements to Mark Gorton or his rela ted entities (above). However, these amounts were added back(r.e .. reducing tota l disbursements) as they represent
------_.-,

funds returned to Lime Wire LlC and thus were netted against the tota l disbursements to properly re flect the net amount disbursed from Lime Wire LLC.

, - ----~- ..----------.--------------------- ----J- -~--~-.
I

(6) IA~ these disburseme~ts were made to re la ted entities for expenses incurred in the normal course of Lime Wire llC's bus iness (e.g., rent, a llocated expenses re la ted to engineering services, management fees). these expenses were deducted from tota l I
!dlsbursements in arriving at tota l net disbursements. i

-l-----L------ ..-.- -- .----.---...------.----- . . .. ...... 1' -.-.--- .L .

(7) [The amounts included represent management fees and allocated expenses charged by Lime Group lLC to Lime Wire llC. Dis tributions of profits disbursed from Lime Wire Ll.C to lime Group llC were appropria te ly excluded from this adjustment and werethus not

deducted. '
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