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To: Lawrence Howell, Morcelo Afvarez, Victor Behevorria, Mark McCluskey

From: Dart Momgomcly

" Notes of Meetings with Jeffrey Tucker (JT) of Fairficld

Greenwich (the Manager) and document review on July

~ 11 and 12, 2000 re; Fafrfield Sentry Limited (tha Fond)
A

Discussions with Jeffioy Tucker-

Confimig- JT stated that confimations of all security ransactions done in the Fund's secount are sent
by the Fund’s discrelionary nvestment advisor, Bemard MadofY Investment Securitics (Madoft), on &
real time basis to both Citeo {the Furnd's ndministrator) and the Maneger. IT then advised meo tha the
Manager then checks all mﬁmutouclfﬂtewksshmmﬂnmﬂms&ﬂ within that dey's
trading range. The Manager also does a p+ analysis each day for the Pund’s pasitions,

Optiops- JT advised me that the Fund always owns puts on the stocks that it owns (presumably
because stocks awned ore all in the S&P 100, Tho Fond alss seils calls (proceeds from which pariiaily
offset the cost of the puts) from tima to time, bat not all the tme. Optlons purchesed are usually
exchange-traded (listed) options, but over-the-countier options are also purchased for the Fand, Prices
for o-t-o options are fhe same or very close (o the prices for lsted options. Generatly, options
purchosed/sold are no more thoh 2-3% out of the mancy, Al options seftle (or easit. Madolf acts 08
the Food's agent, not as principal in opllm transactions, Madoff is never the Fund’: enuuier partyin
option trensactions,

Accontls The Fund's accounts af Madoff are in its.own namea, The Fund has a toi2l of 4 nccounts at
Madoff — 2 option and 2 stock accourits, ’

Documénts-

. Contract boteen the Fund and Madoff-

u, The contract iz dated 11/9/90 and references a “C&M Trading Account’ because originally the

"Fund’s account was going to be pooled with ather accounts; however 25 it grew in size it began

. rading only in i3 own account (ke Fairfield Sentry account). Thus the clause in the contract
disenssing allocation of gains and losses among account participants i is irrelevant (per JT).

b. The *Account’ (as defined in the oontncl) includes cash securitics or other assels depasited In or 7
which becomre part of the Account ug & result of transactions & in the Account. Dividends, interest ete,
are retained in the Account.

¢. The Fund smuist glve MadolT 99 days, ndﬁmnwﬂhmwﬂofmm&dmﬂumt

d, Mudoffhas “full ducuuonmdaulhomymmmge lln- investment o!'tha Accoumt and shall use its
est efforis to increase the value of e Account by causing sssets thersin to be invesicd and reinvested
insuch mmurnMndoﬂcmldeuappmpﬂmlnﬁuﬂmmoﬂbefmegom,ﬂn “Ascount”
bereby deaignates and appoints MadofT ns its agend and attamay-in-fict, with full power and autherity

* and withont further approval of the “Account” {except 23 may be required by law) to camry out the

following:

e foeffect putchascs o Sales (includmg short tales) and otheywise trade in securities o!' any kind
and any. options (cxcept noked options) thereon

*» tomakeall decisions selating to the manner, method and timing of investment transactions and
10 select brokers and dealers for the execution, ¢learing and scitlement of any transactions

* lotrade on margin [check with JT on this)

-
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1o take any and all sieps necessary to protect itself in connection with put or call transactions,
inctuding without limitation, the right to buy and sell short and short exempt and

risk all or any part of the shares represented by options endorsed by MadolY for the Fund's
account, or to buy, sell or exércise (including exercising long options and hedging shott
positions) for the Fund's account and risk any puts and calls that MadofY deems necessary to
profect itself -

to direct custodians to deliver funds or securitics for the parpose of effecting transactions and to
instruct custadians to exercise ar abstain from cxercising any privilege or right attaching (o
assets of the Fund

to make and execute documents (customer agreements [n conncclion with brokerage accounis
etc.) for the Fund as MadofY from time to time deems appropriate.

€. “In no event can I {the Fund) have losses which exceed my investment”

2. Option Agreement between the Fund and Madolf

a. This contract is also datcd 11/9/90 and again refercnces the C&M Trading Account (which per IT is
no longer relevant). :

b. Includes the following clauses:

“invesiment technique offers no guaranfee of guin or assurance against loss”

' the Account will only write (sell) covered calls against long stock positions and buy stock

index puts or puts on individue! stocks owned by the Account and this is consistent with my
(the Fund's) investment objectives and with the degree of risk 1 {the Fund) am willing to
assumie in relation to leveraged option transactions

the Fund will advise of material changes which sffect its suitability for options transactions and
acknowledges (i) reccipt of Options Disclosure Booklet and (ii) that transactions are subject

to rules and regs. of option exchanges, NASD and Options Clearing Corp. or relevant market
contains clause identical to bullet point 4 in Scction 2 d above

this agreement upélies to all puts/calls already executed and these purchascd/sold/handled/
executed for the Fund's account in the future

Madoff assigns exercise notices on a random basis; will provide further information on request
provides for binding erbitretion |
discretionary account= all decisions are made by Madoff’

the Fund may withdraw equity at any time as long as sufficicnt written notice Is given to protect
other investors - no more thaon 90 days® wrilten notice will be required

o. original {s dated as of 11/15/90; current version is dated as of 1/1/98; governing law provision et
out of 98 version (was NY law in original contract)

b. Fund retnins Investment Manager (Fairfield Greenwich) 1o manage assets as described in Fund's
Information Memorandum (as amended 1/1/98) — management includes maintaining account in the
Fund's name at MadofT for the puspose of trading in cquity securities and options on securities
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c. “Investment Manager shall use its best efforts to monitor the activities and performance of BLM
[Madofl]”

d.“Within 5 days sfter the end of each weck, month or fiscal quaster of the Fund, as the case may be,
the Investment Manager shall sead to the Fund weekly and monthly valuations of the account with
BLM [Madoff] mzintained by the Fund™ / the Investment Manager (IM) shall send all information
to the Fund

¢. IM “an independent contractor of the Fund and not an agent or employee of the Fund™ and “'shall
have no authority to act for, represent, bind or obligate the Fund except as specifically provided
herein”

£, Fund's investments shall conform to and be in accordance w/ provisions of applicable law and the
Provisions of the Fund’s Certificate of Incorporation, Memorandum of Association and Articles of
Association

g.Fund and IM each to pay their own expenses

h. TM"s fee — 20% of New High Net Profits payable at end of each calendar quarter; calculated by the
Fund or incdependent public acconntants

i. TM not liable to the Fund except for loss resulting from willful misfeasance, bad faith or gross
negligence in the performance of its obligations and duties hereunder or reckless disregard of
obligations and duties hercunder 7 Fund indemnifics IM except for such misfeasance/ bad faith ete.

j. conflicts of interest between IM, its officers etc. and the Fund ok

k. IM Agreement remains in effect until written notice given 10 days prior to the end of any caleadar
quarter / IM ¢an enly be remaved by unonimous vote of Fund's Board of Directors if' 3 or fewer
directors or by 75% vote if 4 or more directors {Note - Fund currently has only 3 directors, one of
whom, William Noel, is also a principal of the IM)

1. IM contract cannot be assigned without consenl of the other party

a., dated as of July 1, 1998; goveming law is BVI
b. Administrator (Citco) has l'olldwing duties:

" 1o perform all administrative dutics and functions

maintatn alt baiik, brokerage, custodian and other accounts for the Fuad

act as registrar and transfer agent for the Fund's shares

process issuance, transfer and cancellation of the Fund’s shares and maintain all
sharehalder records

hold shareholders’ meetings

prepare and distribute annual reports

answer questions from sharcholders and general public

prepare and maintain all customary financial books and records in appropriate form
so that annual independent audit can be performed

compute annual NAV

handle subscription/redemplion payrmenis

convene Board of Dircctors’ meetings

maintzin records; disburse payments

® & & 8
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c. Compensation $225,000 payable in arrears, plus expenses

d. Scope of Liabilities — Administrator not liable for loss, damage etc. “other than as a result of its
negligence, willful misconduct or reckless disregard of its duties hereunder”

&. Indemnification Fund indemnifies Administrator for anything arlsing out of this contract except for
Expeases, losses, liability or dnmage caused by Administrator’s own negligence, wiltful
Misconduet or reckless disregard of its dutles

f.. books and records belong to Fund

£ contract avtomatically renewed unless 30 days® prior notice of termination given

a. agreement is subject to Citco’s General Rules for the Custody of Securities and to Bank's Rules &
General ‘Terms and Conditions to the extent they don’t conflict with this agreement

b. Citco can use sub-custodians of its choosing and will not be liable for their shortcomings if it
exercised due care in their selection; but will assist client in recovering lasses from any such g4
party custodians

c. Fees are $35,000 per annum, plus 25.00 per transaction fee, plus reimbursement of sub-custodian
fees and cxpenses :
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1 IN THE UNITED STATES DISTRICT COURT 1
FOR THE SOUTHERN DISTRICT OF FLORIDA 2 INDEX
2 3
3 No. 10-20206-CIV-MARTINEZ Examination Page
4 LORRENE DA SILVA FERREIRA and 4 Direct By Mr. Kellogg 4
ARLETTE DA SILVA FERREIRA, 5
5 individually and on behalf of 6
all other similarly situated, 7
6 8
Plaintiffs, 9
7 vs. 10
8 EFG CAPITAL INTERNATIONAL CORP. 11
and EFG BANK f/k/a EFG PRIVATE 12
9 BANK SA, 13
10 Defendants. 14
/ 15
1 16
201 S. Biscayne Blvd. 17
iz Miami, Fiorida 18
December 2, 2010 19
13 9:55 am. - 12:40 p.m, 20
14 2
15 VIDEQTAPED DEPOSITION OF MICHAEL DONNELL 22
le 23
17 Taken before KIMBERLY FONTALVO, REGISTERED 24
Page 1 Page 3
00002 00004
1 APPEARANCES: 1 VIDEQOGRAPHER. Good moming. We are now
2 2 onthe video record. This is the videotape
On behalf of Plaintiffs: 3 deposition of Michael Donnell in the matter of
3 4 case Lorrene and Arlette Da Silva Ferreira v,
LEVINE, KELLOGG, LEHMAN, SCHNEIDER & GROSSMAN, LLP 5  EFG Capital International Corporation, Today
4 201 S. Biscayne Blvd., 34th Floor 6 - is Thursday, December 2, 2010 The time is
Miami, FI. 33131 7 10:02. Counsel present to those themselves,
5 BY: JASON KELLOGG, ESQ. 8§  for the record, and after this, court reporter
& : 9 swear in the witness.
7 10 MR. KELLOGG; Good moming, Mr. Donnell,
On behalf of Défendant- It - my n_émie is Jason Kellogg, Iam an attorney for
8 "12  the plaintiffs in this case. S
GREENBERG, TRAURIG 13 Can you state your full name for the
9 777 S. Flagler Dr., Ste. 300 East 14 record?
West Palm Beach, FL 33401 15 THE WITNESS: Michael Ross Donnell.
10 BY: JOHN C. COATES, IIL ESQ. 16 Thereupon:
BY: JON A, JACOBSON, ESQ. 17 MICHAEL DONNELL
11 18 awitness named in the notice heretofore filed,
12 19 being of lawful age and having been first duly
13 20 swom, testified on his oath as follows:
14 21 DIRECT EXAMINATION
15 22 BYMR. KELLOGG
16 23 Q. And you swear that your name is Michael
17 24 Ross Donnell?
i3 25 A Yes
B " Page 2 - Pase 4
Donnell, Michael - Vol. 1 Pages 1-4




00005
1 Q. Mr Donnell, have you ever had your

2 deposition taken?

3 A Yes.

4 Q. Okay. How many times?

5 A. Threg times,

6 Q. When was the last time you got your

7 deposition laken?

8 A In2004, Ibelieve.

9 Q. And what was that deposition, what did it
10 pertain to?

11 A Periaining to an order I entered into with
12 the SEC.

13 Q. What was the order that was entered inte
14 with the SEC?

15 A Ientered an order with the SEC in 2008
16 related to my -- my previous employment.

17 Q. Okay What was your previous employment?
18 A Iworked for ~ the reference employment
19 was Mercantile Bankshares Corp.

20 Q. Okay Why did you -- what was (he

21 circumstances of having to enter into an order with
22 the - did you say it was the SEC?

23 A (Nodding head.)

24 Q. -- with the SEC about your previous

25 employment?

00007
1 A The SEC alleged that [ aided and abetted

2 improper activities by myself and by my firm.

3 Q. Okay. And did you go in -- did the SEC's
4 allegations detail what it thought the alleged

5 activities were that you had engaged in?

6 A. The order that I entered into did describe
7 the SEC's aliegations.

8 Q. Okay. And what did that order say about
9 the SEC's allegations against you relating to aiding
1¢ and abetting?

11 A. The order that [ entered into described a
12 series of events that the SEC allege oceurred, and
13 then, as a result of that punitive action and as
14 result of that, the fine and other -- other results
15 of the order.

l& Q. Okay. And what was the punitive action
17 that the SEC took?
18 A 'The order thet I entered into barred me
19 from being employed by a registered investment
20 advisor for a period of three years.

21 Q. Prior to that, were you a registered — or
22 working for aregistered investrent advisor?

23 Strike that.

24 Prior to that, were you a registered

25 investment advisor?

Page 5 Page 7
00006 00008
I A. Itsstated in the order. 1 A No
2 Q. It's stated in the order? 2 Q. But you were working for a registered
3 A Ubhuh 3 investment advisor?
4 Q. Andwhat does the order state? 4 A No
5 A Theorder, as I recall, is an agreement 5 MR. COATES: I was going to say: Can you
6 with regards to certain allegations that were made 6 clarify the —- the time that you're discussing?
7 and in certain sanctions imposed by the SEC that [ 7  BYMR. KELLOGG
8 agreedto. - . 8 Q. Okay, The order's entered in 2008, right?
9 Q. What were the allegations that were made 9 A Yes
10 against you? 10 Q. Okay. And it bars you from — I thought
11 A Tdon't recall the specific allegation. 11 you said working for a registered investment advisor
12 Q. Who made the allegations against your? 12 for aperiod of three years, correet?
13 A The Securities and Exchange Commission. 13 A Yes
14 Q. AndI'm not asking for the specific 14 Q. Okay. At the time the order was
15 allegations or your memory about specific 15 entered -- or maybe more specifically I should ask:
16 allegations. 16 The hank that vou worked for, the Mercantile Bank,
17 But, generally, what were the allegations 17 did you -- were you an investment -- registered
18 that the SEC made against you in 20047 18 investment advisor for that bank?
19 A Generally, Lhe allegations pertained to a 19 A When [ 'worked at Mercantile?
20 conflicts case. . 20 Q. Right
21 Q. Okay. What's a conflicts case, meaning 21 A. Tdon'trecall if Mercantile was a
22 that there was alleged conflict of interest? 22 registered investment advisor.
23 A Yes. 23 Q. Okay. But were you a registered
24 Q. And what did the -- what was the conflict 24 investment advisor?
25 of interest that the SEC alleged against you? 25 A, No,1wasnot.
. - - Page 6 - - Pace R
Donnell, Michael - Vo, 1 . Pages 5-8



00009
1 Q. Were there any monetary punitive measures

2 taken by the SEC?

3 A TYes
4 Q. And what were they?
5 A, lwas--Iagreed to pay $75,000.

6 Q. Inthe order, does it state anything about
7 whether you acknowledged having participated in any
8 of the actions that were alleged against you by the

9 SEC?

10 MR. COATES: I'm going to gbject to the
11 form of the question.

12 You may answer.

13 A. Tdon'trecall particularly the language

14 when -- when [ signed the order, but it's entered

15 into the order.

16 BYMR. KELLOGG

17 Q. Did you have to acknowledge that what the
18 SEC was alleging against you was true?

19 MR. COATES: Same objection.

20 A
21 years and I don't recall.

22  BY MR. KELLOGG

23 Q. Does the order state that you dispute the
24 allegations made against you by the SEC?

I've not reviewed the order in several

00011
1 wrongful termination.

2

3 wilness in that case?

s

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

Q. And do you know why you were called as a

No, I do not.
Did vou work with that employee?
Yes, [ did.
. ‘Was he your superyisor?
Yes, he was.
. And when was that deposition taken?
A, Ibelieve in 2003.
Q. Okay. And so ther¢'s a third deposition.
It would have been the first one that you ever took.
And when was that?
A Tbelieve in 1999 or 2000.
Q. And what did that deposition involve?
A. It involved a previous employer, Refco
Group.
Q. How do you spell that?
A. R-E-F-C-0O Group.
Q. Okay.
A. Versus a hedge fund.
Q. And what was the issue in that matter?
A. 1don't remember the specifics of the

ororor

case. The issue was requesting my testimony because

25 MR. COATES: Object to form. 25 I'was involved in the prime brokerage account of the
Page 9 Page 11
00010 30012

1 A, Again, specifically, I don't remember the I fund at Refco.

2 language in the order. I'd have to review it. 2 Q. Soyou were -- youwere an employee at

3 BY MR. KELLOGG 3 Refeo, comrect?

4 Q. And this was an order that was entered 4 A Yes

5 into about two years ago? 5 Q. And the hedge fund that Refco was in

6 A March of 2008, yes. 6 litigation with was a hedge fund that you had --

7 Q. Andhow many depositions did you take in 7 were involved in -- involved with; correct?

8 relation to the SEC action that was taken apainst 8§ A Tlhad--

9 you? 9 MR. COATES: Object te form.

10 A One. 10 You may answer.

1 Q.- And previous to that - so that was the 11 A Can you repeat the question?

12 last deposition you took. 12 (Thereupon, the requested portion was read

13 What was the one you took before that? 13 back by the reporter as above recorded.)

14 Or, actually, there were two that you took before 14 A During my employment at Refco, I had been

15 that. Let's talk the one just before, in time, the 15 involved with the hedge fund that was involved in

16 2004 deposition. ’ 16 the deposition.

17 A Theone that preceded that was a civil 17 BY MR KELLOGG

18 matter. 18 Q. Okay Do youremember what was at issue

19 Q. Okay. And what did that involve? 19 in that case?
20 A Ttinvolved an employee at my previous 20 A The issue was in reference to emerging
21 employer, Mercantile Bankshares. Suit against 21 market securities, and that's all T recall about the
22 Mercantile Bankshares, ’ 22 case. ]
23 Q. What did -- what was the nature of the 23 Q. Was it - was it some kind of business
24 lawsuit against Mercantile by the former employee? 24 dispute about trades?

25 A My recollection is that he was suing for 25 A, Idon'trecall.

. Page 10 T B Page 17,
Donnell, Michael - Vol. 1 Pages 9-12




00013
| Q. And what was your role? You were a

2 witness?

3 A Yes.

4 Q. Were you named as an individual party to
5 the lawsuit?

4] A No.

7 Q. Soyou - you've had some experience with
8 depositions, but just to remind you of a few of the
9 ground rules: Let me finish my question. There's
10 going to be times when you — you know what I'm
11 asking and you know the answer and you're going fo
12 want to tell me, but just held off on telling me

13 until I finish the question so that the court

14 reporter gets a chance to transcribe it.

i5 Is there any reason you can't give full

16 complete honest testimony today?

17 A No.

i8 Q. Are you on any medications that would

19 prevent you from doing so?
20 A. No.
21 Q. The other ground rule is: If you -- you
22 need a break, let me know and we can take one.
23 I've gotten a little bit of your work
24 history, but if you could kind of just — I guess --
25 let's start from, say, where you graduated high

1 A. About one year.

2 Q. What was your next employment?

3 A, With Refco Group.

4 COURT REPORTER. I'm sorry. What was the
5 name?

6 THE WITNESS: Refco, R-E-F-C-0O.

1 COURT REPORTER: Oh. Thank you. Thank
8 you.

9 A Specifically Refco Capital Markets.

10 BYMR KELLOGG

11 Q. And what did you do at Refco Capital

12 Markets?

13 A Iwasin sales.

14 Q. And what were you selling at Refco Capital
15 Markets?

16  A. Prime brokerage services to hedge funds.
17 Q. Can you give me a little description of

18 what prime brokerage - what prime brokerage

19 services to hedge funds means?

20 A. Providing capital -- capital markets

21 brokerage to -- to hedge funds.

22 (. Was that the first brokerage employment
23 that you had?

24 A Yes

25 Q. And how did you get into that field?

Page 13 Page 15
noo14 00016

1 school and just take me through your background, 1 A Through a family friend.

2 through education and work experience. 2  Q Someone who worked at Refco?

3 A. Okay. I graduated from St. Lawrence 3 A Yes.

4 University in 1992. 4 Q. And so how long did you work at Refco?

5 Q. Okay What was -- what was your major? 'S5 A Aboutthree years.

6 A Political science. & Q. And that was in New York City?

7 Q. Anyminors? 7 A Yes.

8§ A No 8 Q. Did you reccive any promotions while you
9 Q. Where did you go from St. Lawrence? 9 were at Refco?

10 A, Iwentto Eastman Kodak. 10 A No,

11 Q. What did you do with Eastman Kodak? 11 Q. And what was your official position?

12 A. Iwasinsales. 12 A. Sales representative.

13 Q. Okay. How long did you work at Eastman? 13 Q. Where did you go from Refco?

14 A Approximately two years, 14 A Caxton Symmetry.

15 Q. Then where did you go? 15 Q. How do you spell that?

16  A. The family business with — at the 16 A C-A-X-T-O-N, §-Y-M-M-E-T-R-Y.

17 Meadowlands Convention Center. 17 Q. Okay And what did you do with Caxton?
18 Q. And what was your rele with the family 18 A Sales.

19 business? 19 Q. Same title, sales rep?
20 A Iwasinsales. 20 A Idon'trecall .
21 Q. Okay. What was the name of the family 21 Q. Andwas it the same type of sales that you
22 business? 22 did while you were involved with — with Refco?
23 A Meadowlands Convention Center. 23 A No.
24 Q. And how long were you in sales with 24 Q. Okay, What was -- what kind of sales were
25 Meadowlands Convention Center? 25 you involved with at Caxton?

) Pa.ée 14 ) Papee 14

Donnell, Michael - Vol. 1

Pages 13-16
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1 A Third party marketing of hedge funds to

2 investors.

3 Q. And what does that mean?

4 A, It means that the firm had a universe of

5 hedge funds that it offered or recommended to its
6 clients.

7 Q. Andso you dealt with marketing the

8 company's products to its clients?

9 A Yes

10 Q. Didyou have any -- going back to Reico
11 Group, did you have any due diligence functions as a
12 sales representative?

13 A No.

14 Q. Andwhat about at Caxton? Did you have
I5 any due -- due diligence functions?

16 A Yes

17 Q. Okay. What were those functions?

18 A. Iparticipated in the due diligence of the
19 funds that were on the company's platform

20 Q. And approximately how many funds did it
21 have on the platform?

22 A. My recollection is that we had up to

23 12 funds.
24 Q. And did you participate in due diligence
25 for each of those funds?

00019
1 marketable to our mvestors.

2 Q. And how was the information - [ guess

3 information was inputted onto the template so that
4 the committee could review it?

5 A Yes.

6 . Okay. And was that part of your function,
7 gathering information?

%  A. Depending upon the fund, there was

9 certain -- certain information that T was tasked

10 with collecting, yes.

i1 Q. What was -- typically what was your task
12 or your role in the due diligence?

13 A, What would, in the industry, be referred
14 to as desk due diligence. So collection of the
15 offering materials of the fund, related

16 documentation, historical performance, thmgs of
17 that nature.

18 Q. And were there other people at Caxton who
19 had other functions relating to the due diligence
20 whom you worked with?

21 A. Well, I worked for Caxton Symmetry at
22 Caxton Corp, cur affiliate. It was a hundred-person
23 or more investment company.

24 Q. And it had ateam of people that were

25 dedicated to due diligence?

Page 17 Page 19
00018 00020
1 A. Yes. 1 A. Ttdid. Yes.
2 Q And what did the due diligence consist of 2 Q. Approximately how many people did due
3 at Caxton? 3 diligence at Caxton Corp?
4 A The due diligence at Caxton was -- was 4 A ldon'tknow.
5 supervised and driven by our affiliate, Caxton Corp, 5 Q. More than ten?
6 which - which is one of the largest global macro 6 A Its adifficult question to ask because
7 hedge funds in the world in fund of funds. Bruce 7 there was so many different roles and -- and so many
8% Kovner, the head of the firm and the fund-of-funds 8 different investment teams, that I couldn’t answer
9 team, put together the template and —~ and required 9 the question.
10 due diligence that was needed so that the committee 10 Q. Butone of your roles was, you said, desk
11. could evaluate it. - 11 dueg diligence. .
12 Q. Okay Acnd what was ~ what was the 12 While you were there, did you participate
13 template then? 13" in any other due diligence functions?
14 A The template was a very common 14 A Yes, Iparticipated in the manager visits.
15 industry-type template which had fields for both 15 Q. Okay. And what -- what is a manager
16 quantitative and qualitative information about the 16 visit?
17 hedge fund as well as required document collection. 17 A, Amanager visit i a typical part of the
18 Q. And what would -- what would Caxton do 18 due diligence process where a potential investor or
19 with that template? 19 sponsor meets with the portfolio manager of a hedge
20 A What-- 20 fund or the investment advisor to a hedge fimd, as
21 Q. How would — how would — how would he use 21 well as other members of the team, to perform
22 i1? 22 on-site due diligence, both investment due diligence
23 A Caxton Symmetry's investment committee 23 and operational due diligence.
24 would use that template as a means of evaluating if 24 Q. And what were the types of things you were
25 the fund was suitable for our platform and 25 looking for during those manager visits?
B T . - Page 18 - - Paee 90
Donnell, Michael - Vol. 1 Pages 17-20
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1 A It's an opportunity to, as [ said, speak

2 with members of the firm about their investment

3 methodology, their investment strategy, the

4 packground of the — of Lhe portfolio manager, the
5 structure of the trading team, the structure of the

6 operational team, and the structure of the back

7 office.

8 Q. Who would you typically talk to during

9 these visits?

10 A During a typical visit, a manager meeting,
11 one would speak with the portfolic manager, all of
12 the principals of the firm. However, it wasn't

13 limited to senior people. It also included

14 operational people, back office people, and

15 marketing.

16 Q. Okay. Did you have any other functions
17 other than desk -- desk due diligence and manager
18 visits?

19 A Yes.

20 Q Andwhat were those?

21 A The development of the marketing materials
22 and sales literature that we used to recommend funds
23 to our clients.

24 Q. Okay. Any other roles with Caxton?

00023
1 purchased?

2 A Copenhagen.

3 Q. And so what was your role with the real

4 estate development?

5 A Iiwas raising money for the John J. Stock
6 (phonetic) Company, who was the principal investor
7 in this private equity transaction.

§ Q. Andhow much money were they looking to
9 raise?

10 A They were looking for equity of

11 approximately 50 million,

12 Q. And were you successful in raising money
13 as part of this project?

14 A. No.

15 Q. Didthe project ever -- was it ever

16 completed?

17 A No. Asaresult of 9/11, the project was
18 never completed.

19 Q And then, after this project, I guess,

20 was -- was ended, what did you do next?

21 A Twasemployed by a finm called

22 "PlesFunds,"” P-L-U-§ Funds.

23 Q. And what did -- what did PlusFunds do?
24 A. PlusFunds was a company that created a

25 A No 25 secondary market for hedge funds traded on the
Page 21 Page 23
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1 Q. And how long did you work at Caxton? 1 Bermuda stock exchange.
2 A, Tworked at Caxton for approximately two 2 Q. And what was your role there at Plus?
3 years. 3 A Sales.
4 Q. And did you receive any promotions or 4 Q. Did you have any due diligence functions
5 changes in title while you were with Caxton? 5 while you were with Plus?
6 A No 6 A Yes.
7 Q. Where did you go after Caxton? 7 Q. Okay What were those?
8 A After Caxton, I worked al an independent 8 A, To participate in the due diligence
9 project. 9 process.
10 Q. Okay. And what was that? 10 Q. Okay. And you told me earlier that, at
Il A [t was areal estate development project. 11 Caxton, you did specific - there were specific
12 Q. Where was it located? 12 things that you participated in.
13 A InManhattan, 13 What were some of the things that you
14 Q. Andwhat were you involved in developing? 14 participated in while you were with Plus?
15 A. Food courts at the World Trade Center. 15 A D'was tasked with various requests for
16 Q. And what time did you start doing this 16 quantitative or qualitative due diligence.
17 project, year, just around? 17 Q. Did you do desk due diligence?
18 A 1999 18 A Yes.
19 Q. And was this a project that you were — 19 Q. And did you meet with managers?
20 had ownership in? 20 A. No.
21 A [did have an ownership stake through a 21 Q. Was there any reason you didn't megt with
22 company, yes 22 managers while you were with Plus?
23 Q. Was this one of your family companies? 23 A. It wasn't part of my jost responsibility.
24 A No, it was not. 24 Q. There were someone else there who —-
25 Q. What was the name of the company that you 25 A Yes.
i ) Page 22 - Page 74
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! Q. --took those functions?
2 A Yes

3 Q. Didyou have any other due diligence
4 functions other than desk due diligence at Plus?

5 A No.

6 Q. And you said you were in sales there as

T well?

8§ A Uhhuh

9 Q. Okay.

10 A Yes

11 Q. And the other rule is -- yeah, Okay.

12 A Somy

13 Q. Didyou receive any promotions or changes
14 in tifle while you were with Plus?

15 A Yes.

16 Q. Okay. And what was that? What was the
17 change?

18 A, Iwas promoted from a sales representative
19 to the head of sales.

20 Q. And as head of sales, how many salesmen
21 did you oversee?

22 A. Tbelieve I oversaw three salespsople, but
23 Tdid not have direct supervision that you would
24 normally se¢ on an org chart.

25 Q. And— and what's the reason?

Page 25
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1 A The firm was become insolvent and we were

2 voluntarily allowed to terminate our employment.
3 Q. Butafter you left, the firm continued on

4 and ultimately was sold to the ~ to, I guess, the

5 S&P organization?

6 A Ultimately the firm became S&P Hedge Fund
7 Index.

8 Q Wheredid you go after PlusFunds?

9 A To Mercantile Bankshares Corp.

10 Q. Okay. And what - around what date was
L1 that, the year?

i2 A. That would be around 2001.

13 Q. And how long were you at Mercantile?
14 A, Three years, Two and a half years.

15 Sermy.

16 Q. And what was your role at Mercantile?
17  A. Alternative investments distribution.

18 Q. Okay. And what did that mean?

19  A. It meant selling hedge funds and other

20 alternative investments to investors.

21 Q. As--was due diligence part of your
22 function there at Mercantile?

23 A Yes.

24 Q. And what were some of the due diligence
25 functions you had, or responsibilities?

Page 27
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1 A. It was a dot-com startup and they didn't I A Identifying find-of-funds managers based
2 have a formal structure in place. So -~ 2 upon the criteria set forth by product development
3 Q. It was informal? 3 board.
4 A Right 4 Q. What was the criteria that was set forth
5 My role as head of sales was really about 5 by the board?
6 the development of our marketing and brending 6  A. The criteria included specifications with
7 campaign for the firm. 7 regards to the investment strategy and the type of
g2 Q How long were you at Plus? 8§ underlying investment in the fund of funds.
9 A 1was at PlusFunds for approximately two 9 . Was -- did that strategy change over time?
19 years. 10 A. No. There were three strategies which
11 Q. Is--is PlusFunds still around? 11 were consistent throughout my time.
12 A. PlusFunds -- PlusFunds became the S&P 12 Q. Okay And what were those strategies?
13 Hedge Fund Index. It was acquired by Standard & 13 A One strategy was relative value fund of
14 Poor's. 14 funds, the second strategy was long/short equity
15 Q. Soitwas asuccessful dot-com startup? 15 fund of funds, and the third strategy was small cap
16 A, Ttultimately was a successful dot-com 16 equity fund of funds.
17 startup. 1left prior to the S&P acquisition. 17 Q Andwhatis -- what is a relative value
18 Q. Did you have any ownership interest in 18 fund of funds?
19 PlusFunds? 19 A Arelative value fund of funds is a fund
20 A, No,Ididnot. 20 of hedge funds that invests in underlying strategics
21 Q. And how long were you — you said you were 21 that are nondirectional in nature.
22 there for two years? 22 . Q. And what does that mean?
23 A, Aboutayear and a half, yes. 23 A, Itmeans that they generate retums .
24 Q. What was the circumstances of your leaving 24 through the use of arbitrage and other sophisticated
25 PlusFunds? 25 investment strategies rather than relying on market
) Page 26 Page 78
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1 movement solely for gains or losses.

2 Q. And what's a long/short equity?

3 A Long/short equity fund of funds is a fund

4 of hedge funds that invests in underlying long/short

5 strategies, typically in equities.

6 Q. Andwhat's the difference between a

7 long/short strategy and a relative value strategy?

§ A The difference between long/short sirategy

9 and relative value is that a long/short strategy is

10 a--is a fair strategy which has some

11 directionality to it or dependency on the market,
12 where a relative value strafegy is very low

13 volatility arbitrage-related strategy.

14 Q. And what's a -- what is a small cap fund

15 of funds?

16 A Asmall cap fund of funds is a fund of

17 hedge funds that invest in equity strategies that

18 invest only in smalt cap companies as the underlying

19 securities in the portfolio’s.

20 Q. What -- in addition to the identification

21 of those types of fund of funds, what other due

22 diligence responsibilities did you have?

23 A Well, within that responsibility was the

24 usual due diligence of the fund of funds.

25 Q. Okay And while you were at Mercantile,

00031
1 A Iparticipated in the creation of the

2 template.

3 Q. And soIthink, at some point during your
4 time at Mercantile, the events arose that allege —~
5 that — that led to the allegations made against you
6 by the SEC, correct?

7 A, Yes

8§ Q. Sonow thatIknow a little bit more about
9 what your role was at — at Mercantile, what exactly
10 were the things that the SEC said you did as —

11 during your role as an alternative investments

12 distribution person?

13 MR. COATES: I'm going to object to the
14 form of the question. Jason, we covered this
15 extensively this morning, and I'm going to

16  allow a few more questions on this and then ask
17  youto move on.

18  BY MR. KELLOGG

19 Q. Did you understand the question?

20 A Yes.

21 1 entered into an order with the SEC in

22 2008 with regards to a conflicts case.

23 Q. Isthat order available on the public

24 records, as far as you know?

25 A. Ibelieve so, yes.

Page 29 Page 31 -
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1 what was the usuat due diligence that was conducted? 1 Q. And so it's your testimony that the

2 A The completion of a due diligence 2 information contained in that order will answer my

3 template. 3 question as to what the SEC's allegalions were

4 Q. SoMercantile had a template? 4 regarding your employment, or the things that it

5 A Yes. 5 alleged you did as part of your employment at

6 THE WITNESS: My apologies. 6 Mercantile?

7  BYMR.KELLOGG 7 A [don'tknow.

% Q. And what was the type of information that 8 Q. And you don't know if that information is

9 would go on or that — that you found on the 9 contained in the ordes?

10 Mercantile template? 10 A [don't know if it will answer your

11 A [Itwas quantitative and qualitative due 11 qliestions.

12 diligence information. ' 12 Q I'msomy?

13 Q. Okay. And what did it include? 13 A. Idon't know if it will answer your

14 A The quantitative due diligence included 14 questions. 1believe your question was a little bad

15 specific information about the investment fund. For 15 to answer to my questions [sic.] and I don't know

16 example, its assets under management, its historical 16 what the questions are.

17 track record, specific strategic allocations, 17 Q. Well, the question 1 just asked, would it

18 Qualitative due diligence was about the investment 18 answer that question as to what the SEC's

19 strategy, the background of the manager, the 19 allegations were?
20 background of the firm, et cetera. 20 A, Yes, that's in the order,
21 Q. Did you have any role in creating or 21 Q. Was there anything in the order that you
22 modifying the template? 22 dispute?
23 A Yes. 23 A Ientered into the order --
24 Q. And what was — what was your role in that 24 MR. COATES: T'm going to object to the
25 regard? 25  form of the queslion.

Page 30 - Papre 312
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1 You may answer. [ think it was already

2 asked earlier this morming. You can answer it
3 one nore time.

4 A lentered into the order and the order

5 speaks for itself

6 BYMR KELLOGG

7 Q. Does the order say whether or not you

8 dispute or do not dispute the allegations made

9 against you?

10 A Tdon't recall

11 MR, COATES: Object to the form of the
12 guestion.
13 You may answer, Sir.

14 A Idonr'trecall

15 BY MR. KELLOGG

16 Q. What were the circumstances of you leaving
{7 Mercantile?

18 A Iwas terminated.

19 Q. Andwas it relating to the allegations

20 that were eventually made by the SEC?

21 A Yes

00035
1 Q. Okay. And what -- what was the part-time

2 employment?

3 A, Twas an administrative assistant.

4 Q. For what company?

5 A, Anemployment agency in New York. don't
6 recall the name of it.

7 Q. Wasthat a family business?

8 A No, it was not.

9 Q. Then you came to be employed at EFG

10 Capital, correcl?

11 A Yes, as a consultant in 20035.

12 Q. And what was your role as a consultant?

13 A Iwasengaged by the fimm to assist in the

14 marketing of hedge funds to its clients.

15 Q. And when you started at EFG Capital, were
16 you in the New York or the Miami office?

17 A, Miami.

18 Q. The employment agency that you had worked
19 at pari-time, was that in Miami or New York?

20 A. That was in New York

21 Q. How did you come to learn about EFG

22 Q. And where did you go after Mercantile? 22 Capital and -- and get a job there?
23 A EFG Capital 23 A, Through a colleague.
24 Q. When did you start with EFG Capital? 24 Q. Who was that colleague?
25 A, In20035, 25 A, Sixto Campano.
Page 33 Page 35
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1 THE WITNESS: Can we take a break? 1 Q. Andwhere did you know Mr. Campano?
2 MR. COATES: Yeah, sure. 2 A Previous employer.
3 MR.KELLOGG: Yep. 3 Q. Was that Mercantile?
4 VIDEOGRAPHER: Let's go off the record. 4 A No
5  The time is 10:34. 5 Q. With which employer?
6 (Thereupon, a recess was taken, after 6 A Refco.
7  which the following proceedings were held:) 7 Q. Soyou were hired at EFG Capital by
8 VIDEOGRAPHER: We're now back on the § Mr. Campano?
¢ record. Time is 10:40. 9 A, lwas hired as a consultant by
10 BY MR.KELLOGG 10 Mr. Campano, yes.
11 Q. ‘Mr. Donnetl, before we took the break, we 11 Q In adc_liﬁon to the marketing and sales
12 had just gotten to the EFG Capital part of your work 12 responsibilities you had as a consultant, did you
13 history. 13 have any other responsibilities for EFG Capital,
14 You said you started at Mercantile in 14 while you were -- while you were a consoltant?
15 2001, correct? 15 A No
16 A Yes. 16 Q. You didn't have any due diligence function
17 Q. And you worked there for about two and a 17 while you were a consultant?
18 half years, you said? 18 A Yes.
19 A Yes. 19 Q. Youdid?
20 Q. Soyou would have ended your employment 20 A Idid, yes
21 there sometime in 2003 or 20047 21 Q. Okay. And what were your
22 A. That's correct. 22 responsibilities?
23 Q. What did you do between that time and the 23 A, Generally my responsibilities was to
24 time you started at EFG Capital? 24 agsist the firm in the standardization and
25 A, lhad pant-time employment. 235 systematic reporting of its due diligence activities
Pa.gé 34 - - - Pase 1A
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1 and compliance of its sales literature,

2 Q. So part of your role as consultant for EFG

3 Capital was to systemize their due diligence

4 fonctions?

5 MR, COATES: Object to the form of the

6  question.

7 You may answer.

8 A Parl of my role as a consultant at EFG was

9 to take existing due diligence and to put itinto a

10 standardized format,

11  BYMR KELLOGG

12 Q. Prior to that, there wasn't a standardized

13 format used by EFG for its due diligence?

14 A, There was not a written template used by

15 EFG for all of the funds that it had performed due
16 diligence on.

17 Q. Soare you saying there was a written

18 template for some of those funds --

19 A Yes.

20 Q. - that existed when you started?

21 A, No, if | may change -- there was written

22 documentation with regards to the due diligence that
23 had been performed, but to suggest that there was a
24 template, to answer your question, the answer would
25 be, no, there was no standard template for the

00039
I ¢ Did you ask Mr. Campano whether there had

2 been any issues?

3 MR. COATES: Object to the form of the
4 question.

5 You may answer.

6 BYMR. KELLOGG

7 Q. Did you have any conversations with

8 M. Campano aboul whether EFG was having issues with
9 its compliance review procedures?

10 A Within discussion --

11 Q. Compliance -

12 MR. COATES: Excuse me, sir.

13 BY MR. KELLOGG

14 Q Compliance procedures.

15 MR. COATES: Object to form,
16 You may answer, sir,
17 A. Yes.

18 BY MR KELLOGG

19 Q. And what was said in that conversation?

20 A, Idon't recall the specifics of the

21 conversation. The purpose of the comversation was
22 1o understand if EFG Capital had any complaints
23 related to the sale of hedge funds in the past, and
24 in that conversation, I recall that there had been

25 no complaints related to hedge funds.

Page 37 Page 39
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I recording of all the due diligence information 1 Q. But EFG feft, nonetheless, it was in its

2 obtained by the firm with regards to its hedge 2 best interest to review its compliance procedures

3 funds. 3 for its hedge funds?

4 Q. Soone of the things you were asked to do 4 MR. COATES: Object to form.

5 -was to create the template, correct? 5 You may answer.

6 A Yes 6 A Yes.

7 Q. Okay. And then take the existing 7  BY MR. KELLOGG

8§ information that you had on the funds that EFG 8 Q. How long were you a consuttant at EFG

9 Capital was selling and to put that information into 9 Capital?

10 the template that you created? 10 A. Approximately eight months, 1 believe.

11 A Yes. 11 Q. And what happened at that point? Were you
12 Q. And you were asked to do that by 12 promoted or given a -- a full-time position?

13 Mr. Campano? i3 A Iwas given a full-time position.

14 A Yes. It was part of my engagement as-a 14 Q. Okay. And what was the position you were
15 consultant. 15 given?

16 Q. And did Mr. Campano tell you why EFG 16 A, Sales represcntative.

17 Capital wanted to do this? 17 Q. And what was the time frame, more or less?
18 A Yes. 1§ Was it 2006 when you were given the full-time

19 Q. And what did he say? 19 position or was it still in 20057

20 A They wanted to review their compliance 20 A. Ibelieve it was the end of 2003,

21 with the offering of hedge funds to EFG clients. 21 Q. And what were your responsibilities as a

22 Q. Were there any issues that had arisen that 22 full-time member of the sales staff?

23 had prompted EFG Capital to review its compliance 23 A To--to continue the development and

24 procedures relating to hedge funds? 24 implementation of standardized due diligence and
25 A. No 25 hedge fund review, to comply with our regulatory

- B Page 38 Pase A0

Pages 37-40

Donnell, Michael - Vol. 1



00041
1 requirements.

2 Q. What were the regulatory requirements that
3 you were attempting to comply with?

4 A, Comphance with the general conduct rules
5 of FINRA,

6 Q. And what are those rules, just generally

7 speaking, as far as you understand them?

§ A FINRA 2210 with relation to sales

9 literature as well as various notice to members

10 regarding the sale of hedge funds.

11 Q. Do you know what, if any, restrictions are
12 laid out in FINRA 2210 regarding the sales

13 literature?

14 MR. COATES: Object to form.
15 You may answer, sir,
16 A Yes

17 BY MR. KELLOGG

18 Q. Okay. What — what are those? What's

19 your understanding?

20 A, Rule 2210 generally requires the sales

21 literature present a fair and balanced presentation.
22 1t's not promissory. It's not forward-looking.

23 Does not use exaggerated information and does not
24 include hypothetical information.

25 Q. And as part of your -- as part of your

00043
1 Q. Had that process completed?

2 A Yes

3 Q. Okay. About how [ong did it take you to
4 complete that process?

5 ' A The process of inputting information or
6 the development of the template or both?

7 ). Both.
8 A About five months.
9 Q. Okay.

10 A, Threeto five months.

11  Q Did you -- and we're -- we're back to the

12 time when you were hired full-time,

13 A. Uh-huh

14 Q. What other due diligence functions were
15 you tasked with?

16 A, Atthe time [ was hired full-time, the

17 same tasks as during my consultancy.

18 Q. Sothat didn't change.

19 Your relation to the due diligence

20 functions didn't change when you were hired

21 full-time?

22 A Correct.

23 Q. And how long were you a sales — how long
24 was your position at EFG Capital, the position of a
25 salesperson?

Page 43
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1 duties to ensure FINRA compliance, did you recommend l A. I continued to be in a sales role
2 to EFG Capital that it change any of the existing 2 Q. Did you receive any promotions?
3 marketing literature that it had? 3 A Yes
4 MR. COATES: Object to form 4 Q. Okay. What was your first promotion?
5 You may answer. 5 A, Was promoted to head of marketing.
6 A Myrecommendation wasa - was a--a 6 Q. Andwhen did that happen?
7 forward-looking recommendation suggesting that EFG 7 A, That happened in late 2006, I believe.
8 Capital use a standardized template for its sales 8§ Q. And what were your -- what was your job
9 literature, in particular for what we refer to as 9 responsibilities as head of marketing?
10 tear sheets. 10 A. Ashead of marketing, my responsibilities
11 BYMR. KELLOGG 11 were the preparation of written materials used by
12 Q. Was it your opinion that the -- the tear 12 the CROs as collateral material marketing EFG
13 sheets previously used by EFG Capital were in any 13 Capital.
14 way in violation of the — the FINRA rule that you 14 Q. Any other tasks, responsibilities as head
15 just described? 15 of marketing?
16 MR. COATES; Obiect to form. 16  A. The organization of marketing events for
17 A No. 17 customers of EFG.
18  BY MR KELLOGG 18 Q. And when you say "marketing events," you
19 Q. By the time you had commenced the 19 mean literal events that people go to?
20 full-time position at EFG Capital, had you completed 20 A. Such as a polo maich, a golf toumament,
21 the completion of a due diligence template in the 21 things of that nature.
22 entry of information that EFG Capital had already 22 Q. Did you retain any due diligence functions
23 gathered as part of its due diligence process and 23 as head of marketing?
24 incorporated it into the template? 24 A The role of head of marketing did not
25 A Yes 25 include due diligence.
. } ) Page 42 h Page 44
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[ Q. Atthat point when you became head of

2 marketing in late '06, whe at EFG was responsible
3 for due diligence?

4 A Sixto Campano, as the head of new product
5 committee.

6 Q. Isit fair to say that you were tasked

7 with due diligence from '05 -- in — in the time

§ frame of '05 and '06, and then, once you became the
9 head of marketing, that role fell to Mr. Campaneo?
16 MR. COATES: Object to form.

11 A. That's incorrect.

12 BY MR. KELLOGG

13 Q. Okay. What's ~ how did —- did

14 Mr. Campane oversee your due diligence functions
15 while you were doing them?

16  A. Yes, during my consultancy and then

17 through my employment, my role was to complets the
18 required collection of information for hedge fund
19 due diligence and review for my supervisor.

20 Q. Who was Mr, Campano?

21 A Yes,

22 Q. SoMr. Campano was the person ultimately
23 responsible for due diligence at EFG Capital?
24 A Yes.
25 Q. And that didn't change when you became

00047
1 Mr. Campano?

2 A AtEFG Capital, there was not.

3 Q. Didyouwork with anyone at any of the

4 other EFG entities on due diligence, from the time

5 you started until today?

&  A. We've had discussions with other

7 affiliates of EFG Capital with regard hedge fund due
8 diligence.

9 Q. What affiliates have you had those

10 discussions with?

11 A, EFG Bank.

12 Q. Any others?

13 A EFG Asset Management.

14 Q. Is it EFG Capital Asset Management or is

15 there a different one called "Asset Management"?
16 A, There's a different entity called EFG

17 Asset Management.

18 Q. Where is the Asset Management entity

19 located?

20 A. EFG Asset Management is located in London.
21 Q. Who did you speak with or who did you work
22 with at EFG Bank related to hedge fund due

23 diligence?
24 A, Ihad discussions with EFG Bank employees
25 that included Jerome Schonbachler, Romy Cabrera,

Page 45 Page 47
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| head of marketing, cotrect? 1 Gyongyi King.

2 A No,itdid not. I'was both head of 2 Q. Anyothers?

3 marketing and also continued to serve in the -- In 3 A. There are others. 1just don't recall

4 the -- the functions 1 just described. 4 their names.

5 Q. Soyou--you continued to be involved in 5 Q. Did you have any discussions with Lonnie

6 the due diligence functions even after you became 6 Howell?

7 head of marketing? 7 A With regards to hedge fund due diligence?

8 A Yes. 8 - Q. Right ) i

9 Q. IsMr. Campano stilt the person in charge 9 A Neo

10 of due diligence at EFG-Capital? 10 Q. Inany of the conversations or

1t A Yes, he's still hicad of the new product 11 communidationsyou had with EFG Bank about hedge

12 cominittee, - 12 fund due diligence, was -- were any of the Fairfield

13 Q. And do you continve to have a role 13 funds discussed?

14 relating to due diligence at EFG? 14 A Yes.

15 A Yes 15 Q. Wereany of the Fairfield's funds

16 Q. Okay Is it the same role that you had 16 discussed explicitly -- particularty?

17 since 2005 when you started as a consultant? 17 MR. COATES: Object to form.

18 A Yes. 18 A, We spoke about various Fairfield funds.

19 Q. Isthere anyone else at EFG Capital, 19 BY MR. KELLOGG

20 besides you or Mr. Campano, who are involved in the 20 Q. And what did you talk about with regard to

21 due diligence function of EFG? 21 the Fairfield funds?

22 A Today, no- 22 A Generally we talked about matters of

23 Q. Atsome point between the time you started 23 performance and any material changes that one was
'24 in'05 until today, were there other people involved 24 aware of to the funds on a Fairfield platform.

25 in the due diligence process, other than you and 25 Q. Was -- were there a series of

i Pape 46 Page AR
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1 conversations about Fairfield due diligence or

2 just--

3 A Asinany field, as a practitioner, you

4 discuss with your colleagues, especially in the

5 hedge fund space, what are you hearing, what are you
6 doing EFG Capital performed its own due diligence
7 on all of the Fairfield funds as well as all the

8 funds in the platform. So there was not a regular

9 discourse, EFG Capital, in its function, its

10 obligation of doing due diligence, did so, and it

il was not - that process did not include discussions
12 with our affiliates as a matter of course.

13 Q. When you discussed Fairtield and,

i4 specifically, Fairfield's performance, do you

15 remember specifically what was discussed?

16 A. Can you give me a specific fund?

17 Q. Fairfield Sentry?

18 A. Fairfield Sentry.

19 ‘I don't recall any specific conversations

20 about the performance of Fairfield Sentry

21 Q. Do you remember any conversations in which
22 anybody at EFG Bank discussed the performance of the
23 Fairfield Sentry fund?

24  A. [ don't remember any specific instances or

25 conversations with regard to the performance of the

00051
1 A. Aslstated previously, I've had

2 discussions about the Fairfield funds with my

3 colleagues.

4  BYMR KELLOGG

5 Q. About due diligence?

6 A About the - about the funds, about due

7 diligence, yes.

8 Q. EFG Bank was one of the affiliates that

9 you had these discussions with, correct?

10 A Yes ,

11 Q. And EFG Asset Management in London was
12 another? '
13 A Yes

14 Q. Did EFG Asset Management invest ot have
15 customers invest in the Fairfield Sentry fund?

16 A Idon't know.

17 Q. Do you recall having any conversations
18 about the Fairfieid Sentry fund with EFG Asset
19 Management?

20 A Yes

21 Q. Okay. Do you remember any specifics of
22 those conversations?

23 A Specifically the conversations related to
24 the introduction of a new fund by Fairfield

25 Sentry — or by Fairfield that was similar in

Page 49 Page 51
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1 funds. | strategy to Fairfield Sentry.
2 Q. You just know that perforrnance was one of 2 (. What was that fund?
3 the things that was discussed? 3 A Thename of that fund was Emerald.
4 A Yes 4 Q. And approximately what time did Emerald
5 Q. And you said these discussions were 5 come on line?
6 informal. But were there any -- were there any 6 A. Emerald came on line in ~ sometime in
7 formal mechanisms by which you would have 7 2008.
8 conversations with the EFG Bank folks? Were there § Q. Was it prior to December 2008, as far as
9 meetings that — that occurred? 9 you can recall?
10 A There weie periodically meetings, because 10 A Yes .
11 each EFG affiliate who had exposire to hcdgc funds 11 'qQ ' Okay. Was =- do you remember the people
12 was responsible for its own due diligence. So, 12 at EFG Asset Mahﬁgeinent that you had conversations
13 again, as practitioners in — in a field 13 with?
14 regularly -- not regularly -- periodically we would 14 A, GyongyiKing.
15 organize calls, perhaps with myself and one of my 15 Q. And what was his role at EFG Asset
16 colleagues at one of the entities, or perhaps a 16 Management?
17 conference call to discuss each of our due diligence 17 A It's Ms King. Mrs. King.
18 and any opinions we may have had at the time. So it 18 Q. Ms. Chon? You said -
19 was done an ad hoc basis, informally. 19 A Gyongyi.
20 Q. Each affiliate was responsible for its own 20 Q. Gyongyi. Okay.
21 due diligence, but I think you're telling me that 21 A Jonjee's role was fo participate in the
22 the affiliates also, when they were investing in the 22 due diligence process and review of hedge funds for
23 same fund, wonld talk with each other about due 23 EFG Asset Management,.
24 diligence relating to those funds, correct? 24 Q. Did Ms. King ask you any questions about
25 MR. COATES: Objeci to form, 25 the due diligence you had conducted on - on
- h Page 50 Page-<7.
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1 Fairficld Sentry?
2 MR. COATES: Object to the form of the

3 question.

4 You may answer.
5 A Ne

6 BYMR. KELLOGG
7 Q. Did you ask her any questions about any

8 due diligence she may have done on Fairfield Sentry?
9 A No

10 Q. The conversations with the EFG Bank folks,
11 when was the time frame that those occurred?

12 MR. COATES: I'm going to object to the

13 form of the question.

14 A Again, as a member of a global

15 organization, I had regular conversations with my
16 colleagues. Ican't tell you specifically

17 conversations or times unicss you have a specific

18 instance you want me to describe,

19  BY MR. KELLOGG

20 Q. Would you ever discuss due diligence

21 issues with EFG Bank through e-mail?

00035
1 Mr. Echevarria, Mr. Campano, and Mr. Alvarez, you

2 were one of the persons who was responsible for
3 communicating with those entities.

4 Do you see that?

5 A Yes.

6 Q. Okay. And would you agree that you're one
7 of the people who -- one of the persons who was
8 responsible for communicating with Fairfield

9 Greenwich Group?

10 ° A Yes.

11 Q. And with Bernard Madoff Investment
12 Securities?

13 A No,
14 Q. With Bernard Madoff?
15 A. No.

16 Q. Have youcver had a conversation with

17 anyone at Bemard Madoff Tnvestment Securities?
18 A Na

19 Q. Have you ever had a conversation with
20 Mr. Madoff?

21 A No.

22 A Yes. 22 Q. But you did have conversations and
23 Q. And the same for EFG Asset Management? 23 communications with Fairfield Greenwich Group,
24 A Yes. 24 comrect?
25 Q. Was that a primary method of -- of 25 A, Yes.
Page 53 Page 55
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1 communicating about these issues with EFG Bank and 1 Q. And what were the circumstances of those

2 EFG Asset Management? 2 communications? Why were you talking with

3 A Yes, as a matter of course, tnost 3 Fairficld?

4 communication today is done by e-mail. 4 A To obtain information that we required

5 Q. Idon'tthink we'll need to mark (hese, 5 as -- for hedge fund review.

6 but I'll show it to you. 6 Q. That was during — that was for the due

T A Okay 7 diligence process?

8 Q. These are EFG Capital's responses to the 8 A, That was for the due diligence review of

9 plaintiff's second set of interrogatories. 9 the funds, yes.

10 And my first question would be: Have you 10 Q. TI'll instruct you to turn to the next

11 seen this documént before? 11 page. And at the bottom of that page, there's an

i2 A No. ‘12 Interrogatory No. 5 that asks for the persons with

13 Q. If youtumn o page 5, you'l! see there is 13 the most knowledge of EFG Capital's policies and

14 an Intercogatory No, 3 - 14 procedures relating to due diligence.

15 A Uh-huh 15 Do you see that?

16 Q. - asking EFG Capital who the persons are 16 A Yes.

17 who are responsible for communicating with Fairfield 17 Q. And you're listed along with

18 Greenwich; BMIS, which is Bemie Madoff Investment 18 Mr. Echevarria and Mt Campano as one of the persons
19 Securities - 19 with the most knowledge, correct?
20 A. Uh-huh. 20 A Yes
21 Q. --or Bemard Madoff regarding Fatrfield 21 Q. Would - is there anyone at EFG Capital
22 Sentry. 22 you can think of that you believe should be included
23 Do you see that? 23 with those three individuals?

24 A Yes, Ido. 24 A No.

25 Q. Anditsays that in addition to 25 Q. Ifyoutumto page 11, No. 12,

Page 54 - - Pace A
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| Interrogatory No. 12 says identify the most -- the

2 persons with the most knowledge of marketing of

3 Fairfield Sentry. And, again, Mr. Echevarria,

4 Mr, Campano, and you are identified as the people
5 with the most knowledge.

6 You see that?

7 A Yes

8 Q. Is there anyone else that you would

9 include among that group as being one of the persons
10 with the most knowledge at EFG Capital about

11 marketing?

12 A No

13 Q. Youwere named head of marketing in late
i4 '06, Do you still hold that position?

15 A Idon'tknow. Lhad atitle change.

16 Q. Okay And what was the title?

17 A. T'mnot --

18 Head of wealth management solutions.

19 Q. Was some -- was someone else put in charge
20 of marketing?

21 A. Ne.

22 Q. Yourtitle was wealth -- head of wealth

23 management solutions? Solutions. Okay.

24 A Yes.

25 Q. And did your job function change when you

00059
1 A, This summer.

2 Q. And are you in charge of continuing o

3 manage that plan or that product?

4 A Yes.

5 Q. Mr. Donnell, what -- what is the purpose

6 of doing a due diligence review of a hedge fund?

7 A, Todetermine if it's suitable for

§ recomimendation to clients.

9 Q. And what are some of the things -- we've
16 touched on some of them, But what are — what are
11 the things you look at when you're doing a due

12 diligence review?

13 A, Based upon the template developed by EFG
14 Capital, we [ook at both quantitative and

15 qualitative issues related to the specific

16 investment Fund.

17 Q. One of the things involved in the due

18 diligence process is the evaluation of an investor's
19 risk in investing in hedge fund, correct?

20 A Partofthe—

21 MR. COATES: Object to form.

22 You may answer.

23 A. Part ofthe due diligence process is

24 reviewing the risk factors which are stated in the
25 fund's offering materials.

Page 57 Page 59
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1 were named head of wealth management solutions? 1 BY MR. KELLOGG
2 A Yes 2 Q. Since the time you started at EFG, how has
3 Q. Okay. What —how did it change? 3 the due diligence function been accomplished?
4 A In addition to my existing 4 What's the -- what's the procedure?
5 responsibilities, I was also tasked with developing 5 A, The due diligence function has been
6 an international planning offering for our clients. 6 accomplished by EFG Capital establishing guidelines
7 Q. What does that mean, "an international 7 for its hedge fund platform.
§ planning offering"? 8 Q. And are those guidelines found in a -- any
9 A Itincludes the noninvestment financial 9 written form?
10 néeds of a chient. . 10 A Yes, they are.
11 Q. Okay. Sogive me some examples of what 11 Q. Were these guidelines produced as part of
12 those riceds typically are. 12 this litigation?
13 A Estate planning, business continuity 13 A Idon'tinow.
14 planning, wealth transfer planning, liquidity needs. 14 Q Were you at all involved in -- in putting
15 Q. And -- and when were you named to this new 15 together the documents that were produced in this
16 position? 16 litigation?
17 A In2009. 17  A. My participation was directed by company
18 Q. Approximately what time in 20097 18 counsel to deliver to them all documents [ had
19 A, Beginning. 19 related to Fairficld Sentry.
20 Q. And since you were named to that new 20 Q. Did EFG Capital keep a due diligence file,
21 title, have you — has EFG implemented the plan they 2} in other words, a hard copy file of due diligence
- 22 had tasked you to do as head of wealth management 22 that -
23 solutions? 23 A. On aspecific fund or generally?
24 A, Yes, ithas. 24 Q. Either
25 Q. When did that roll out? 25 A Yes.
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1 Q. Was it -- was it a general file, or was it

2 specific to funds, or were there many files specific
3 to funds?

4 A May you provide a time period, please?

5  Q When you started in 2005, how were the due
6 diligence files kept?

7  A. Each fund had a due diligence file.

8 Q. And has that changed?

3 A No

10 Q.' [s there also a general type of due

11 diligence file in addition to the individual files
12 for each fund?

13 A No.

14 Q. And what do each of the due diligence

15 fifes for each fund contain?

16 A, Each of the funds contained a due

17 diligence memorandum.

18 Q. Isthat the same as the template you

19 created?

20 A, Yes, Soitincludes the EFG Capital's due
21 diligence memorandum template. It includes the
22 funds' document --

23 Q. Is -- sorry to interrupt.

24 A, Uh-huh

25 Q. Arethe guidelines reflected in the

00063
1 A Generally, they're one of the officral

2 books and records of an investment fund

3 Q. QOkay But whatis-- what is the

4 importaace of iL, in the due diligence?

5 A Itprovides -~ provides transparency with

6 regards to the holdings of the fund during the time
7 of the audit, and is one of the best ways to ensure
8§ that the fund is compliant with its strategy,

9 because they're generally done by a top-three

10 accounting firm. So we place a higher reliance on
11 them,

12 Q Whatkmd of things or what kind of

13 information contained in the audited financial

14 statements clue you in as to the transparency of the
15 funds?

16 A The audited financial statement includes a
17 snapshot on the audit date of the security's heaith
18 in the portfolio.

19 Q. As part of its due diligence of Fairfield

20 Sentry, did EFG Capital collect audited financial
21 statements?

22 A. EFG Capital obtained audited financial

23 statements from the fund, yes.

24 Q. Okay And when you say "from the fund,"
25 you're talking about what?

Page 61 Page 63
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1 template. In other words -- I'm trying to — I'm 1 A Each investment fund has an administrator

2 trying to come up with the guidelines. 2 who provides the audit financials to investors of

3 You're saying there's a document somewhere 3 record or — or ones who have access to the books

4 that says it? 4 and record of the company.

5 A Yes 5 - Q. Sowhat company was -- were the audited

& Q. 1just wantto know if, when you're 6 financial statements focused on?

7 talking about the written guidelines, you're not 7 A The -- the financial statements were from

§ talking about the template itself? 8§ Fairficld Sentry Limited.

9 A No,I'm not. 9 Q. Sowhen -- if you were to look into the

10 Q. Okay. So you'd expect to find the due 10- Fairfield Sentry due diligence file, you would

11 diligence memo? ' 11 expect to see the audited financial statements of

12 A Uh-huh 12 Fairfield Sentry Limited --

13 Q. And what else would you expect to find in 13 A Yes.

14 thefile? 14 Q. -right?

15 A, The fund's offering materials. 15 What other documents would you expect to

16 Q. Which would include the offering 16 see in the due diligence file?

17 memorandum, comrect? 17 A Information pertaining to historical track

18 A Whether it be an offering memorandum or 18 record.

19 prospectus, whatever the official offering documents 19 Q. And what -- what kind of information does
20 arc of the issuer for sale of the product. 20 that ~ what form does that information typically
21 Q. What else would you expect to sec? 21 come in?

22 A Audited financial statements. 22 A. Typically in the form of what's called "an
23 Q. What's the purposes -- the purpose of 23 .issuer's tear sheet.”
24 reviewing audited financial statements in the due 24 Q. What other information in the file?
25 diligence pracess? 25 A There would be records of manager visits.
- “Page 62 - Pace A4
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1 Q. And what land of information would you

2 expect to see included in the records of the

3 manager's visits?

4 A, Typically, you'll find a namrative, which

5 describes the agenda of the visit, the different

6 conversations that were had, and any takeaway

7 questions that perhaps the person having the manager
§ visit has for the manager that they met with.

9 Q. When you started with EFG Capital in 2003,
10 did the due diligence files that -- that you

11 reviewed of the various hedge funds include these
12 records of manager vigits?

13  A. The Fairfield Sentry Limited due diligence
14 files did include records of visits that had been

15 made by the firm across all of the funds in the

16 platform when [ arrived. There was not necessarily
17 standard written -- written records of manager

18 wisits.

19 Q. Was one of the things you were tasked with
20 cresting a standardized version of -- of the records
21 of manager visits?
22 A Yes

23 Q. Okay. And was that completed under

24 your - under your supervision or did you do that?
25 A. Yes.

00067
I A Arisk dashboard is an enline report which

2 shows the performance of a fund relative to various
3 metrics.

q We also outsourced the quarterly hedge

5 fund review call that is conducted by Greenwich

6 Aliemative Investments analysts with an expertise
7 in the strategy for the fund that they're collecting

8 information on,

g Additionally, Greenwich is responsible for

[0 maintaining and archiving all affering materials of
11 the fund, as well as for the collection of the

12 annual financial statement or audit from the fund,
13 Q. In what portion of the due diligence would
14 you say that EFG Capital retained after it hired

15 GAI?

16 A, EFG Capital retained a hundred percent of
17 the responsibility Tt -- it derived work product,

18 which were evaluated from Greenwich.

19 Q. But what portions of the underlying due
20 diligence did EFG continue to do itself?

21  A. EFG continued to periodically meet with
22 Fairfield Sentry. In addition to that, it evaluated
23 the information that had been collected by Greenwich
24 Altemnative Investments, which was the sole task of
25 the contract.

Page 65 Page 67
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I Q. Sonow every fund in the -- the due 1 Q. Would it be fair to say that GAT took over

2 diligence file of every file in the EFG -- EFG 2 the quantitative aspects of the due diligence?

3 Capital platform should include a standardized 3 A No

4 record of manager visits? 4 MR. COATES: I'm going to object to form,

5 A, Yes. And that task has been outsourced to 5 You may answer.

6 atop provider of risk management services to 6 A No. The--1the five or six items that I

7 financial institutions. 7 mentioned were the task which GAI was given. Tt was

8 Q. And what's the name of that company? 8 not given any fiduciary or oversight role, and EFG

9 A Greenwich Alternative Investments. 9 retained its obligation to perform due diligence

10 Q. Okay. And did that company begin doing 10 based upon the hedge fimd guidelines that we had

11 the due diligence functions for EFG Capital? 11 established.

12 A InAugustof-- 12 BY MR. KELLOGG

13 MR, COATES: I'm just going to object to 13 Q. You mentioned, a couple times,

14 the form. 14 quantitative and qualitative due diligence, right?

15 But you may answer, sir. Sorry. 15 A Yes

16  A. Aportion of the due diligence process was 16 Q. What are the difference between the two?

17 outsourced to Greenwich in August of 2007. 17 A, Inthe due diligence process, there's a -

18  BY MR. KELLOGG 18 alarge amount of data that -- that can be collected

19 Q. And specificaily what portion was 19 and used to compare one investment to another. And
20 outsourced? 20 it's a —~ a significant portion of the ongoing
21 A. The collection of performance data, the 21 monitoring given the characteristics of hedge funds.
22 preparation of tear sheets, the preparation of 22 A qualitative basis is more about
23 internal-use-only risk reports, the operation of a 23 understanding the strategy and business plan of the
24 risk dashboard. 24 investment fund as well as the fundamentals driving
25 Q. What is that? 25 the performance of the fund,
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1 Q. Sowhatare examples of the qualitative

2 tasks that GAI was given, regardless of who had

3 ultimate responsibility? I understand you're saying
4 EFG Capital did. But what were some of the things
5 that they did qualitatively to gather info on due

6 diligence?

7 A. GAI had - has, still, quarterly

8 conference calls with the portfolio manager or its

9 designate to discuss the portfolio for the reporting
10 period.

11 Q. Did GAI participate in any quarterly

12 conference calls with the -- any manager of

13 Fairfield Sentry?

14 A, Yes.

15 Q. And who was the person at GAI who was --
16 who participated in those calls?

17 A, ldon'trecall.

18 Q. Did you participate in those calls as

19 well?

20 A No

21 Q. Did anyene from EFG Capital, as far as you
22 know?

23 A No

24 Q  Sowe've talked a little bit about the due
25 diligence memo, the offering materials, audited

00071
1 A, When I ammived in 2005, there were duc

2 diligence files in hard copy form.

3 Q. Was there some point when the hard copy

4 files were put into electronic form?

5 A There was never a wholesale effort to put

6 hard copies into electronic form.

7 Q. Was there ever a time when some of the due
& diligence data collected was kept solely in

9 ¢lectronic form, or would it always be at least

10 printed to a hard copy file?

11 MR. COATES: Are we talking about
12 Fairfield Sentry now or just generally?
13 MR, KELLOGG: Generally.

14 A Today, everything -- I would say while

15 it's not a policy, today, generally, as it is the

16 normal course of most business today, it's kept in
17 electronic format.

18 BY MR. KELLOGG

19 Q. And so [ guess what 1 was trying to get
20 at -- let’s talk specifically about Fairfield -- the
21 Fairfield Sentry file?

22 A Uh-huh

23 Q. Was it ever uploaded into electronic form?
24 A No

25 Q. Inorder to get the full scope of what is

Page 69 Page 71
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1 financial statements, historical info, records of 1 in the Fairfield due ditigence file, would I have to
2 manager visits, and documentation that may have been 2 look not only in the hard copy file but also
3 penerated by GAI as part of the things that you 3 somewhere in EFG Capital's electronic archives to
4 would expect to s¢e in the due diligence files of - 4 find the full EFG Capital due diligence file on
5 EFG Capital. 5 Fairfield Sentry?
6 Are there any other things that you can 6 A Yes.
7 think of? 7 Q Okay And so what portions are kept
8 A The other things that one might find in 8 electronically?
9 the files for Fairfield Sentry would be perhaps 9 A EFG Capital initiated its due diligence on
10 marketing letters or other documents that had been 10 Fairfield Sentry in 1998, and the records of the due
11 sent by the fund and retained by -- by the fimm., 11 diligence that was completed at the time is in-hard
12 Q. With regard to the template, the due 12 copy format, or was in hard copy form when I
13 diligence template, who was charged -- other than 13 arrived. And additional information is available
14 the times that you did it, was there anyone else 14 both — has been maintained or recorded on both hard
15 charged with taking the data, the due diligence data 15 copy and, in some cases, electronic. From 2005 on,
16 and inputting it into the template, or was that 16 as part of my job of standardizing the recordkeeping
17 solely your function? 17 for our hedge fund due diligence, we setup a
18 A, That was solely my function. 18 template for the storage of information about
19 Q.. And you said the due diligence files were 19 Fairfield Sentry.
20 kept in - in hard copy, comrect? 20 Q. And when you say a “template for storage,"
21 MR. COATES: Object to form. 21 what does that mean?
22 You may answer. 22 A ltmeans that, on one of our network
23 A. During what period? 23 drives, there is an area which is dedicated to hedge
24  BY MR. KELLOGG 24 funds that are on the approved list, and cach hedge
25 Q. Lel's start from 2005 when you got there. 25 fund on the approved list has a folder with a series
N - . ~ Page 70 Pape 77
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00073
1 of subfolders that are standard for all funds.

2 Q. And what are the standard subfolders that
3 you would find?

4 A One folder is called "due diligence." A

5 second folder is called "marketing docs." And a

6 third folder is, I believe, tear sheets.

7 Q. Are there any subsubfolders to any of

8 those?

9 A, Forfiling purposes, there may be, but

10 that's the hierarchy that was established.

11 Q. Soto get the complete Fairfield Sentry

12 due diligence file, I would look to not only the

3 hard copy file that you've kept since 1998, but also
14 the electronic subfolder -- sorry -- the electronic

5 folder for Fairfield Sentry that you keep

6 electronically in EFG Capital's database, correct?
17 MR. COATES: I'm going to object to form.
18 You keep saying "you." He wasn't there in 98,

—

[r—

19 Soifyou can, just be a little bit more

20 precise with your question. I'm going to

21 object to form.

22 But you may answer, sir

23 A Today, the information related to

24 Fairfield Sentry is in both electronic format that I
25 described as well as in a hard copy file.

00075
1 upon the firm's guidelines.

2 Q. Isthere any commitice that's tasked

3 with -- specifically with overseeing EFG Capital's

4 due diligence function?

5  A. Forhedge funds?

6 Q. Forhedge funds.

7 A, There is the hedge fund risk management

8 committee.

9 Q. And who is the head of the hedge fund risk
10 management committee?

11 A. Sixto Campano.

12 Q. Has that always becn a committee thaf's

13 existed since you started?

14 A No

15 (. When was that committee started?

16 A August 2007.

17 Q. And what was the reason that committes was
18 started?

19 A. Y was restarted -- it was staried as a —-

20 it started as a result of the EFG's continued

21 developmeni of its due diligence process for hedge
22 funds.

23 Q. Were (here any issues that had arisen

24 prior to August 2007 that prompted the creation of
25 the committee?

Page 73 Page 75
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i BYMR KELLOGG 1 A Neo
2 Q. Okay. Soif there was a prospectus that 2 Q. And that was the same time that EFG
3 EFG received from Fairfield Sentry in 2600, at some 3 Capital hired GAL correct?
4 point that would have been uploaded into the 4 A Yes. It was part of the same
5 electronic folder? 5 implementation of our continued development of our
6 A No. There was no uploading of 6 due diligence.
7 documentation as a methodology of transferring hard 7 Q. Who else is on that committee other than
8 copy documenis to electronic documents. 8 Mr. Campano?
9 Q. Who has access to the electronic subfolder 9 A Mr Campano serves as committee head.
10 for Fairfield Sentry on the EFG Capital network? 10 There's a second member, which is compliance.
11 A [It'sapublic folder, so all the staff. I Q. You said a "seconld member"?
12 Q. And are - is any of the information kept 12 A. Ofthe committee,
13 in native format, in other words, it can be typed 13 Do you want the names of the people?
14 into, ediis can be made, any of the information kept 14 Q. Yeah Yeah, names of the people.
15 onthe -- on the network? 15  A. Noemi Schaefer.
16  A. There may be documents that are, quote, 16 Q. How do you spell that?
17 "native," as you describe it. [ don't — 1 don't 17 A. N-O-E-M-], I believe. Second name,
18 recall. 18 S-C-H-A-E-F-E-R.
19 Q. Yousaid Mr. Campano was part of — I 19 Q. Okay. Who else?
20 forgot. Was it called the new product committee? 20 A. Ourfinancial operations, Juan Massens.
21 A. The new product approval committes. 21 Q. Okay. Anyone else?
22 Q. New product approval committee. 22 A No
23 Is that committee tasked with the due 23 Q. Are you on that committee?
24 diligence oversight? 24 A No.
25 A, It's tasked with approving product based 25 Q. Had you ever been on the committee?
i ’ - Page 74 Pase TA
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1 A No

2 Q. Once the due diligence is collected and a

3 template is created -- and I'm speaking generally
4 how is that - how is that information used to

5 decide whether a hedge fund will be included on EFG
6 Capital's platform?

7 A It's evaluated by the new product

8 commitiee to see if the fund meets the requirements
9 set forth by our procedures,

10 Q. Sothe new product approval committee

Il takes the due diligence information, and maybe

12 incorporales other information it gets about a

13 cerlain product, and makes the ultimate decision on
i4 whether it makes the approved list?

I5 A Yes

[6 Q. And as part of the new product approval

17 committee's consideration of hedge funds, did you
18 participate in presenting any of the due diligence

19 information to the committee?

20 A Yes.

21 Q. Okay. And whal did that typically entail?
22 Was it an actual presentation that you would give or
23 would you simply hand a file to someone?

24 A Our guidelines required a certain document
25 collection and presentation,

00079
1 Q. And you were also hired to the sales

2 staff, correct?

3 MR. COATES: Object to form.

4 You may answer.

5  BYMR. KELLOGG

6 Q. That -- that was my recollection. [ may

7 be wrong.

& A, It's comect. You know, specifically

9 looking at a org charl, my initial hiring was in the
10 sales group -- sales and marketing group of the
11 firm.

12 Q. Okay. And did you tell me you had a

13 title?

14 A. Thad atitle of vice president. I did

15 not have a functiona title.

16 Q. Okay. Did - did you have any

17 responsibilities for selling the -- selling the

18 hedge funds to customers?

19 A, [didn't have responsibilities for selling
20 hedge funds to customers. Iassisted the CROs in
21 training them to understand how to present the risk
22 and benefits of hedge funds to their customers.
23 Q. But you weren't a CRO?

24 A, At the time of my consuitancy, no, | was
25 nota CRO.

Page 77 Page 79
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1 Q. Okay. And how did that -~ how did that 1 Q. No. After.
2 work, typicalty? 2 A After?
3 A How did I deliver the information? 3 Q. Yeah
4 Q. Yeah. How did you deliver it? 4 A. During my tenure at the firm, 1 have
5 A, The information was put into the new 5 served as a CRO.
6 product template and stored in that fund's folder 6 Q. Okay. What was -- what was the time frame
7 and was accessible to committee members, 7 that you served as CRO?
8  Q Okay. Sothe committee members would be 8 A Istill serve as a CRO.
9 responsible for retrieving the information from the 9 Q. Okay  So that means you -- you can have
10 database, reviewing it, and then incorporating it ‘ 10 clients and s¢ll products on the EFG platform to
11 -into their decision as to whether to approve or 11 them, correct? '
12 disapprove a fund? 12 A, Yes.
13 A Yes 13 Q. Okay. Have you ever sold Fairficld Sentry
14 Q. There wasn't any formal presentation where 14 to any of your clients?
15 you would sit down and expiain to the committes what 15 A Ne.
16 was in the due diligence memo or anything like that? 16 Q. Have you ever sold any of the Fairfield
17 A No. 17 products to your clients?
18 Q. Okay. Atthe time -- I think you said it 18 A No
19 was about 2006 when you are -- or maybe late 2005 19 - For the record, | have one client.
20 when you stopped being consultant and you began 20 Q. Okay. Thatmakes it easy.
21 working full-time? 21 A Okay. Idide't know if [ was able to
22 A. Uh-huh. Right. 22 interject, but I thought it would be helpful.
23 Q. And you said, during that time, part of 23 Q. QGotyou. Okay.
24 your responsibilities were due diligence, correct? 24 And is the - you're with EFG Capital,
25 A Yes. 25 which means that you don't have any discretionary
- Page 78 - - -Paca R0
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00081
1 authority over that client's investments --

2 A Yes.

3 Q. - isthat comrect?

4 As part of your role of putting together

5 the due difigence and presenting it to the new

6 product approval committee, were you ever asked your
7 opinion about any of the funds that you were doing

8 due diligence about, other than what was in the

9 template?

10 A. No, because our procedures for due

11 diligence and approval wer¢ based on a series of

12 requirements that it was my job to satisfy the data

13 collection to meet the requirements, and it was the

14 committee members' responsibility to review them for
15 completeness and to make their own judgment based -

00083
I A No

2 Q. Is there any written product, as far as

3 you know, generated by the new product approval
4 committee that reflects that committee's

5 consideration of a potential new product?

6 A, Idon'tknow.

7 MR. COATES: Jason, can we just take a
8  quick break?

9 MR. KELLOGG: Sure.

10 MR. COATES; It's quarter to -- to 12:00.

11 1'd like to see if we can just order in and

12 press on, because Mike has an engagement, you
13 know, late this afternoon, So I'want to, you

14 know, kind of press on and get -- and get him
15 wrapped up rather than take any lengthy lunch.

16 upon the information presented to them, 16 MR. KELLOGG: Is the --

17 Q. Was any -- is it typical that the new 17 MR. COATES: You brought some menus

18 product approval committee generates some kind of 18 MR. KELLOGG: Go off the record.

19 work product that describes the outcome of -- of 19 MR. COATES:; This is off the record,
20 their consideration of a fund? 20  please.
21 A, The approval form. 21 VIDEOGRAPHER: Let's go off the record.
22 Q. And what is — what is that form? 22 Timeis 11.42. -
23 A. That form is a template which is standard 23 (Thereupon, a recess was takcn,'afcer
24 for new funds on the platform that evidences the 24  which the following proceedings were held:)
25 approval of each committee member by their 25 VIDEQGRAPHER: We are now back on the
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1 signature. 1 record. The time is 11:56.

2 Q And does the approval form state the 2 BY MR, KELLOGG

3 conclusion of the - of the committee, in other 3 Q. Mr Domnell, before we broke, we were

4 words, approved or disapproved? Does it indicate on 4 talking about the due diligence procedures of - of

5 the form whether a product has been approved or 5 EFG Capital.

6 disapproved? Or is - this is long question, [ 6 So am [ clear that, in your role as the

7 understand, But you'll understand what I'm trying 7 person who would collect the due diligence

8 to get at -- or was an approval form only done for 8 information for EFG Capital, you dido't provide the

9 those products that were, in fact, approved? " 9 new product approval commitise or anyone who was
10 MR, COATES: Do you understand the 10 making the decisions on whether to recommend a

11 question? 11 pmdfuci;, you didn't give them any of your own

12 THE WITNESS: 1do. .1_2 recommendations based on the due diligence that you
13 MR. COATES: Okay. 13 conducted, cotrect?

14 A The approval form would only have been 14 MR. COATES: Object to form.

15 presented -- a fund can go to committee and not be 15 You may answer.

16 approved. Evidence of that would be that the 16  A. Yes, the due diligence process did not

17 approval form would not have the signatures of 17 solicit my opinion or recommendation with regards to
18 committee members, 18 the fund that [ was preparing the materials for.

19 BYMR KELLOGG 19  BY MR KELLOGG

20 Q. Okay. When a fund is approved, does the 20 Q. In addition to the experience, the work

21 approval form contain any epinion or reasoning as to 21 experience you had doing due diligence with EFG

22 why it's being approved? 22 Capital and with previous companies that you worked
23 A No 23 with, have you received any formal training on hedge
24 (). Are there minutes for the new product 24 fund due diligence?

25 approval committee meetings? 25 A No
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1 Q. Is there such a thing that you know of or

2 that you're aware of?

3 A Yes

4 Q. Andwhat are -- what are examples of some
5 of the formal training you can get relating to hedge
6 fund due diligence?

7 A, Specific to hedge funds, there is a --

& some sort of a certification with regards to

9 alternative investments.

10 Q. And have you made any efforts to obtain a
11 certification --

12 A Ne.

13 Q. --relating to hedge fund due diligence?
14 A No.

15 Q. And what's the reason?

[6 A Tdon'tknow.

17 Q. As pari of the due diligence that was

18 collected for the various funds that you looked at,
19 were any legal documents collected, like

20 documentation about, you know, the way a certain
21 fund would deal with regulatory concerns or things
22 like that?

00087
I Q. Yeah

2 A Yes

3 Q. Is legal compliance something that you

4 typically ask about during those interviews, legal

5 compliance issues or regulatory compliance issues?
6 A We'll ask if there have been any material

7 changes with regards to the firm with its regulators
8 or with any other government agency, both the firm
9 itself as well as principals in the firm.

10 Q. And what else -- what are some of the

11 other things you typically ask the manager about
12 during these interviews?

13 A Depending upon the fund -- it's particular
14 to the fund. But, generally speaking, the portfolio
15 manager provides us with an update on the

16 performance of the fund, gives a general cutlook in
17 terms of the macro view of the economy, a specific
18 strategic view, and then we talk about the company
19 itself, its assets under management, inflows or

20 outflows, concentration of investors.

21 Q. Is that the information you speak

22 specifically to the porifolio manager about or is

23 MR. COATES: Object to form. 23 that generally the scope of who — what you'll talk
24 A, Idon't understand the question 24 about with anybody at the manage --
25 25  A. [It's the general scope but specific to
Page 85 Page 87
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I  BYMR., KELLOGG 1 each fund, and each fund company has different ways
2 Q. Okay We talked a little bit earlier 2 in which it inferacts on an investor refations basis

3 about how there are some regulatory -- there's some 3 with an investor in the fund,

4 regulatory oversight of -- of hedge funds and how 4 Q. During the due diligence process, do you

5 hedge funds are marketed? 5 look at the fund's structural? And when I'm talking

6 A Uh-huh. 6 about structural, I'm talking about information

7 Q. As pan of the due diligence process, did 7 technology structure, the systems it has in place,

8 you collect any information relating to those 8 A, Rccently, different certifications,

9 isgsues? 9 whether it become, you know, as a result as it

16 A Ves, as part of the due diligence process, 10 relates to IT or operations and compliance, we do

i1 we'looked at who or what entity regﬁlaied the 11 ask questions about infrastructure changes and we do
12 investment fund or fund manager of the company. 12 focus on multidiscipline conversation with a manager
13 Q. In addition to looking at who regulated — 13 about their business and how it's structured.

14 who mey have regulated the fund, did you collect any 14 Q. Okay. What does that mean, you focus on

15 information about how the fund dealt with or 15 multidiscipline conversation?

16 attempted to comply with those regulations? 16 A Well, we'll look at, as is the standard in

17 A No, because what we would — we dois to 17 the industry, a company or a hedge fund, in any way
18 see if there was any regulatory infractions or any 18 you would evaluate any other type of company. We
19 reports for the investment fund and the investment 19 break it down into its component parts. And then,

20 adviser, so we relied on FINRA and the SEC's audit 20 to the best of your ability, we obtain information

21 reports and publicly available information, 21 about those various areas.
22 Q. Did you participate in the manager 22 Q. And when you -- when yvou're talking about
23 interviews at EFG or do you participate in those 23 component parts, do you mean like divisions within
24 interviews? 24 the -- the fund, meaning division -- like divisions

25 A, For the review of the funds? 25 within a corporation?

- - " Page g6 - Paga R2
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1 A Exactly

2 Q. Okay. What about the IT systems within a

3 hedge fund? Do you look at those?

4 A We will perform an initial due diligence.

5 We will ask information about their sysiems and 1f

6 they have any special designations of compliance and
7 who their providers are, who develops their system,
8 do they have an IT department, what's the number of
9 personnel. Ifit's a systematic trader or someone

[0 who relies on some type of computer strategy, we

11 talk about the development of the strategy, the

12 derivation of it. So we are using our due diligence
13 template to find out information. And most funds
14 will have a DDQ or a due diligence questionnaire
L5 which they provide to us which covers al! of that

L6 information. It really is the starting point and

17 the standard in the industry, similar to a response

18 to an RFP.

19 Q. Ifafund doesn't have the "DDQ," as you
20 called it —
21 A. Uh-huh.

00091
1 the service provider or is it done by leiter? How

2 is it typically done?

3 A It depends upon the requirements of the

4 service provider. So we conform to that.

5 Q. What do they typically require?

6 A, Authorization by the fund in writing.

7 Q. Sothe fund will give you the

§ authorization and then you will contact the service
9 provider. But haw do you contact the service

10 provider?

11 A We may contact the service provider by
12 telephone, fax, or e-mail

13 Q. And what are -- what types of things do
14 you ask the service provider?

15 A, To confirm that they have a contractual
16 engagement to provide the services the fund has
17 outlined in the fund's offering materials,

18 Q. Okay. Do you ask to see what the

19 engagement is or what it gntails, if it's, for
20 example, put m written agreement?

21 A. We'll ask for the -- an agreement between

22 Q. --do you ask them to generate one? 22 aprovider, whether it be an engagement letter with
23 A Yes. 23 an auditor or an administrative agreement with an
24 Q. Andwhat's the importance of the DDQ? 24 admin. It just depends upon the provider and what
25 A, The DDQ) gives the — the fund an 25 is, you know, standard for the -- for that industry.
Page 89 Page 91
00090 00092

1 opportunity to present a comprehensive amount of 1 Q. And the written materials that you receive

2 information using industry standards, which are 2 from the service provider, how do you use those in

3 penerally driven by institutional investors in terms 3 the due diligence?

4 of their requirements for information. And it's 4 A, Those are made part of the due diligence

5 regularly updated and it is a standard part in 5 file and we check the box, in fact, based upon our

6 current industry standards for a fund to have. 6 standard procedures, that we've obtained that

7 Q. As partofthe due diligence process, do 7 information. So it is -~ it satisfies that

8 you look at the — the various service providers of 8 requirement

9 a--of afund, the administrator, the custodian, 9 Q. Isthe -- are the agreements themselves

10 et cetera? 10 reviewed by EFG Capital?

I A Yes, wedo. 1l A. Theyrereviewed by EFG Capital to see

12 Q. Okay. And do you do any independent due 12 that they're consistent with the description in the

13 “diligence of those service providers? 13 offering memorandum. So they're compared 10 the
14 A Our due diligence of the service provider 14 offering meniorandum.

15 is to confirm that the listed service provider is 15 Q. But they're not looked at in any detail?

16 cumently contracted with the fund to provide 16 MR. COATES: Object to the form.

17 services. 17 A. Idon'tunderstand.

18 Q. Do you typically speak with anyone at the 18  BYMR. KELLOGG

19 service providers? How do you confirm that, T guess 19 Q. When you receive the formal agreement that
20 is question? 20 evidences the engagement between the fund and its
21 A We obtain approval from the manager to 21 service provider, do you do any kind of a detailed
22 request that the service provider communicate with 22 review of that agreement?
23 us to verify in some form that they, in fact, are 23 A The requirement that we have is that EFG
24 engaged to provide such services. 24 Capital, as part of its due diligence, confirm that
25 Q. Andto confirm that, do you typically call 25 the provider is engaged to provide the services set
- . - Page 90 Pace 07
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1 forh in the agreement and that we obtain, if

2 paossible, the agreement.

3 Q. Soother than confirming the - what the

4 agreement says about the fact (hat the parties are

5 engaged to do business with each other, you don't -
6 you're not concerned with the other details, the

7 other provisions within those agreements?

8 A No, specifically what we're looking for is

9 to review the document to see that it includes the

10 services described in the offering memorandum.

11 Q. Ifthere's a fee relationship between the

12 fund and the service provider, is that reviewed by
13 EFG Capital during the due diligence process?

14 A All fees and expenses of the fund are

15 reviewed by EFG Capital and generally disclosed in
16 the offering memorandum. To the extent that we're
17 able to obtain a document from a service provider
18 and that document includes the fees that the fund is
19 paying for the services, we'll review that and it's

20 included in the fees and expenses section of the due
21 diligence questionnaire template.

22 Q. Other than GAI, who came on beard in 2007,
23 are there any other third parties who have been

24 involved in the EFG Capital due diligence process
25 singe you started?

00095
1 . A EFG Capital pays Greenwich Altemative

2 Investments a fec for setting up the fund on the

3 platform, and then an ongeing fee for the services
4 that it provides to EFG Capital for each fund.

5 . And you have the general -- a general idea
6 of what, m the two or three years you've been using
7 GAl what that typically runs in -- in a year?

8§ A Ildon'trecall,

9 Q. As part of the due diligence analysis that
10 EFG Captal does, does it look at whether the fund
11 it's examining pays fees to its distributors,

12 whether they be -~

13 A Yes

14 Q. --retrosections or rebates?

15 A Yes. And that's disclosed in the fund's

16 offering materials.

17 Q. Okay. [sthere someplace on the due

18 diligence template where that information is

19 caplured or placed?

20 A Yes.

21 Q. Okay What section of the due diligence
22 template is that put?

23 A Rebates.

24 Q. And when the new product approval

25 committee approves a fund, it goes on EFG Capital's

Page 93 Page 95
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1 A No 1 approved list, correct?
2 Q. Isthere any -- does EFG budget direct 2 A Correct.
3 funds to the task of due diligence? In other words, 3 Q. Do you know approximately how many funds
4 is -- is there money available to you to conduct due 4 are on the approved list?
5 diligence that's specifically earmarked for due 5 A, Today, there are approximately 17 funds on
6 diligence? 6 the Miami Approved List.
7 A No. However, EFG has entered into a 7 Q. When you said the "Miami Approved List,"
8 contract with Greenwich Altemative Investments for 8 what does that mean? .
9 the provision of these services and it has been 9 A That's the title of the docoment that we
10 Tenewed twice. 10 use to record, on a monthly basis, what funds are
11 Q. Andsothatengagement would be reflected 11 approved for recommendations by our clicnt
12 on EFG's budget? 12 relationship officers. .
13 A Yes i3 Q. Are CROs in other offices precluded from
14 Q. Butas far as you know, there aren't any 14 selling what's on the Miami Approved List? Or why
15 other monies that are specifically budgeted for the 15 is it called the “Miami Approved List," I guess
16 due diligence function? 16 is -~
17 A Yes. 17 A, Because EFG Capital, as a broker/dealer,
18 Q. Do you know the — the terms of EFG 18 is required to have its own due diligence process
19 Capital's engagement with GAL and specifically the 19 which includes providing the CROs with a list of
20 compensation terms, what EFG pays GAI for their 20 funds that are approved for recommendation to their
21 services? 21 clients.
22 A Tdon't recall the specific dollar 22 Q. Sure. There are CROs in New York City,
23 figures, but I know generally what the arrangement 23 right, for EFG Capital?
24 1s. 24 A Yes. EFG Capital has a branch in New York
25 Q. What's the general arrangement? 25 City that has CROs.
B ) Page 94 - Pase GR
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i Q. And are they able to sell the funds that

2 are on the Miami Approved List?

3 A Yes

4 Q. I'mjust wondering why it's called the

5 "Miami Approved List."

6 A Our geography is Miami relative to the --
7 our global affiliates, so oftentimes we're referred

& to as Miami.
9 Q. Gotyou.
10 Have there been funds considered for the

k1 approved list that were not 'approved by the new

12 product committee?

I3 A No

14 Q. So, as far as you know, every product that
15 you've done due diligence for has been approved by
16 the new product approval committee?

17 A, Yes.

18 Q. Inthe time since you started at EFG in

19 2005, are you aware of any funds that were taken off
20 the new product approval list?

21 A Somy. Repeat the question

22 Q. The -- the Miami approval list.

23 A Ifyou don't mind, can you repeat the

24 question?

25 Q. Inthe — in the time that you started,

00099
1 performance of the fund that have led to a product

2 being taken off the approved list?

3 A Yes

4 Q. Okay. What are some of the other reasons?
5 A We apply industry standards and fook at

6 matters, asscts under management, change in key

7 personnel, style drift, excessive volatility that's

8§ not consistent with the strategy, or a strategy —

9 pardon me -- a company which has in some way become
10 impaired or entered into liquidation.

11 Q. Andhow do you find out when these things
12 are happening?

13 A EFG Capital's hedge fund, due diligence

[4 reviews happen on a monthly basis, and so that's how
15 we're - that's the information that we're obtaining
16 regularly from the funded on the Miami approved
17 list.

18 Q. Okay. Sotell me what is the process for
19 the monthly due diligence review?

20 A. The monthly due diligence review is based
21 upon information which EFG evaluates from our
22 outsourced provider Greenwich Alternative

23 Investments.

24 Q. And priorto hiring GAL did EFG doa

25 monthly due diligence review?

Page 97 Page 99
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1 are you aware of any funds that were taken off the I A Yes.

2 approved list? 2 Q. Okay. And where did it get the

3 A Yes. 3 information prior to hiring GAI?

4 Q. Okay. About -- approximately how many 4 A EFG Capital obtained the information

5 funds have been taken off the approved list since 5 directly from the manager or its designate.

6 20057 Or, to be fair, { should say that you know 6 Q. And what kind of information -- and we're

7 about. 7 talking pre-GAL

8 A Between 10 and 15. 8 What kind of information did EFG request

9 Q. And what are the -- what are the reasons 9 of its managers?

10 that those funds were taken off the approved list? 1¢ - A. Performance data, as well as any other

11 A As part of our due diligence review, EFG 11 investor cdmmunications that the imd may make

12 Capital has certain standards with which we review 12 available to its investors.

[3 funds on a monthly basis, and those are both 13 Q Okay. Andthen, when it -- when EFG

14 guantitative and qualitative. 14 received this information, again we're talking --

15 Q. What does that mean? 15 wntil I say otherwise, we'te going 1o be talking

16 A It means that we apply a standard review 16 pre-GAL

17 to each fund looking at different quantitative 17 A, Okay.

18 metrics as well as looking at qualitative matiers. 18 Q. When EFG obtained that information, the

19 Q. So, for example, if a fund's monetary 19 due diligence people at EFG, which includes you and

20 performance — 20 Mr. Campano, would be the ones who would review it?

21 A, Uh-huh, 21 A, Yes. As partof our -- as part of our
22 Q. - falls off, then that might be a reason 22 hedge fimd procedures, that data was put into a

23 to take it off the approved list? 23 template for all the funds on the platform that CROs
24 A Yes. 24 could recommend to their clients.
25 Q. Arc there any other reasons other than the 25 Q. And then who would make the ultimate
- B “Page 98 Page 100
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1 decision as to whether to take the product off the

2 approved list?

3 A Sixto Campano.

4 Q. Ifone of EFG customers was invested in a

5 product that was taken off the approved list, would
6 those customers be notified that it was taken off

7 the approved list?

8 A It would depend upon the circumstances.

9 Q. What -- what circumstances would it depend
10 upon?

11 A, Ttwas not required that the CROs inform a
12 client who had an investment in a fund that was

13 removed from the Miami Approved List that, in fact,
14 the fund had been delisied.

15 Q. But are you telling me, in some instances,
16 the CROs did inform their clients that the

17 investment had been taken off the approved list?
18 A Idon'tknow.

19 Q. Have you -- are you aware of any

20 circumstances where a CRO told his or her client
21 that an investment had been taken off the approved
22 list?

23 A, Ihave no specific evidence of that.

24 Q. Have you ever seen any formal

25 correspondence from EFG Capital notifying its

00103
1 Q. Which — which decuments do you recall?

2 A Irecall reviewing memos that had been

3 drafted by EFG employees who conducted manager
4 visits with Fairfield Sentry personnel.

5 Q. Do yourecall anything else in the file?

6 A, Various tear sheets, investor letters,

7 marketing presentations, as well as offering

& memorandum, various versions of offering memorandum,
9 and financial reposts.

16 Q. When you reviewed the Fairfield due

11 diligence file, was there anything that you thought,
12 based on your experience doing due diligence

13 previously, that should be included or followed up
i4 upon with regard to the information that was already
15 contained in the file?

16 A Well, like any ongoing review, there are

17 time — there are dated docurnents that require

18 review. The -- the paper file was one of the files
19 which I reviewed on Fatrfield Sentry.

20 ). What were the other files that you

21 reviewed?

22 A Anclectronic file.

23 Q. Okay. And what was contained in the

24 electronic file?

25 A, Monthly tear sheets -- monthly tear sheets

Page 101 Page 103
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1 customers that a specific product had been taken off 1 for the fund, other financial reports, and other

2 the approved list? 2 offering memorandum.

3 A No 3 Q. Wasthere a—I think you called it a

4 Q. And so is it fair to say that, once a 4 "DDQ" in the file at that time?

5 product is put on the approved list, EFG Capital 5 A, Issued by the fund itself?

6 conducts moenthly due diligence reviews of that 6 Q@ Bythe fund.

7T product to determine whether the product should 7 A ldon'trecall

& remain on the approved list? 8 Q. Have you seen a DDQ from Fairfield?

9 A Yes 9 A For?-

10 Q. Tuming now to — to Fairfield Sentry, 10 Q. For Fairfield Sentry?

11 when you started at EFG Capital in 2005, Fairfield 1 A No.. -~

12 Sentry was already on the EFG Capital approved list, 12 Q. Who -- who was the administrator of

13 comect? 13 Fairfield Sentry?

14 A Yes. 14 A Citco.

15 Q. Okay And as part of the task yon were 15 Q. And was there information regarding Citco
16 given to systemize the due diligence function, did 16 in the file when you first looked at it in 20057

17 you look at the Fairfield Sentry file -- 17 A, Idon'trecall.

18 A Yes. 18 Q. Subseguent to vou starting EFG Capital in

19 Q. - among the other funds that you loocked 19 2005, did you conduct any or gather any information
20 at? 20 either from or about Citco, as part of the due
21 A Yes. 21 diligence review that you did?
22 Q. And do you recall what documents were in 22 A. Tdon'trecall,

23 the file, the Fairfield Sentry file, when you first 23 Q. Butwhat was your understanding about the
24 took a look at it? 24 level of due diligence that had been conducted

25 A, Irecall certain decuments, yes. 25 already on Fairfield Sentry when you started?
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1 A Would you repeat the question? 1 diligence process that EFG completed at the time.
2 Q. Maybe Il rephrase it. 2 @ And what did he tell you?
3 You saw what was in the Fairfield Sentry 3 A, Hebas- - he-- he described a process
4 file when you started in 2003, the due diligence 4 which was reflected in the memo and described, in an
5 materials, correct? 5 ongoing basis, that -
6 A Uh-hub 6 Q. What does mean he described in an ongoing
7 Q. Okay Did you have any - did you get any 7 basis?
8 information from any other sources? Did you talk to 8§ A He explained to me or he talked to me
9 anybody about the due diligence that had been 9 aboui it, on an ongoing basis, that members of EFG
10 conducted at Fairfield -- 10 Capital continued to visit with personnel at
11 A Yes L1 Fairfield Sentry to continue building upon the
i2 Q. --prior to your amival? 12 process which they began in 1998.
13 A Yes 13 Q. Did he say who the individuals were that
14 Q. Okay. Who did you talk about? 14 were meeting with Fairfield?
15  A. Victor Echevarria, Marcelo Alvarez, Srxto 15 A, He was saying that -- he was saying that
16 Campano. 16 both he and Sixto and others whe I don't recall had
17 Q. Dnid you talk to these three individuals 17 periodic communications with members of Fairfield
18 about all the funds that yvou were doing due 18 Sentry and its designates
19 diligence for at that time? 19 Q. Did he tell you who they were talking to
20 A No 20 at Fairfield?
21 Q. But you specifically had conversations 21 A He said that they continued to talk with
22 about this fund with those three people? 22 the people who were referenced in the memo, as well
23 A Yes. 23 as others.
24 Q. Okay. Was it all together, all four of 24 Q. Do you remember who those individuals
25 wyou in a room o how did -- how did those 25 were?
Page 105 Page 107
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| conversations occur? . 1 A, Jeffrey Tucker, Lourdes Barreneche. Those
2 A. No, they occurred individually. 2 are the two names [ recall.
3 Q. Okay. Who did you speak to first? 3 Q. And have you ever spoken to Mr, Tucker?
4 A Idon't recall, 4 A Yes, [have
5 Q. What did you -- what was the reason you 5 Q. When did you speak with Mr. Tucker?
6 were talking to them about the Fairficld Sentry due 6 A. Ihave had conversations with Mr. Tucker
7 diligence? 7 beginning in 2005 up until 2008.
8§ A Because they conducted the manager visits 8 Q. Okay And what were those conversations
9 and were still available as employees or directors - 9 about?
10 of the_comp‘amjr at the time that 1 began the due 10 T A A part of investor services, funds will
|- 11 diligence review. o : 11 often provide access to investors to senior
12 Q. Okay. So if there was a fund ihat you 12 mana'gémmt of the firm as part of the ongoing due
13 were reviewing whose file reflected that either of 13 diligence process about the business of the firm.
14 these three guys had participated in the due 14 So conversations with Jeff, we were focused o those
15 diligence of that fund, you would talk to those 15 issues.
16 individuals about the fund and the due diligence of 16 Q. Soyou were given access to senior
17 the fund? 17 management at Fairfield Sentry.
18 A, Hypothetically, yes. i8 But what did you -- what did you talk
19 Q. Okay. Anddo you recail what you 19 about?
20 discussed with Mr. Echevarria about the Fairfield 20 A Specifically, I don't recall. Generally,
21 Sentry due diligence in 20057 21 we talked about the issues which [ just relayed,
22 A. Asrecall, after reviewing the memos 22 which is the state of the business, the business
23 which documented the visits of various EFG personnel 23 plan, growth moving forward, the marketpiace, the
24 to Sentry, [ discussed with Victor the - his 24 industry, those types of things that you would speak
25 participation as well as his knowledge of the doe 25 with senior management about.
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| Q. Prior to arriving in EFG Capital in 2005,

2 had you heard of Fairficld Sentry?

3 A, Thad heard of Fairfield Greenwich Group.

4 Q@ What did you know about Fairficld

5 Greenwich Group?

6 A That it was one of the largest sponsors of

7 single strategy and fund of funds in the

8 marketplace.

9 Q. Was Fairfield -- any of the Fairficld

10 Greenwich Group's products offered by any of your
11 previous employers?

12 A No

13 Q. Doyourecall about -- do you recall how

14 many conversations you had with Mr. Tucker between
15 05 and *08?

16 A, Idon't know the specific number, but I

17 would estimate between three and five conversations.
18 Q. Did you — were any of those conversations
19 in person?

20 A Yes

21 Q. Okay. And where did they occur?

22 A, AtFairfield Greenwich offices in New

23 York.

24 Q. Would you go up to the offices in New York
25 from time to time to meet with folks at Fairfield?

00i11
I approximately late 2006.

2 Q. Did you go up to Fair- — New York to

3 specifically speak with Mr. Tucker during your

4 meeting?

5 A No

6 Q. It waspart of meeting with some other

7 folks at Fairfield, 1 take it?

8§ A Yes

9 Q. Yoo said you had been up there 15 to 20

1¢ times. Who would you -- who would you typically
11 meet with when you went up there?

12 A EFG Capital offered a number of

13 Fairficld-sponsored funds, so the meeting agenda
14 would he with the various portfolio managers or
15 their designates to discuss the funds that we had on
16 our Miami Approved List.

17 Q. Sothey were talking -- were these mostly
18 marketing-type meetings where they would pitch you
19 their producis?

20 A No, those were funds that werg already on
21 the Miami Approved List, so they weren't pitch

22 meetings.

23 Q). But -- s0 what was the reason you were

24 going up there to - to hear about these funds?

23 A. The reason io go up there was to conform

Page 109 Page 11
00110 00112

I A Yes 1 with our due diligence requirements or guidelines of
2 Q. Abouthow often would‘you go up there? 2 having face-to-face meetings with the portfolio

3 l A, Idon't know the specific numbér, but T 3 managers, as well as our obligation to remain

4 estimate between 15 and 20 times [ visited 4 updated about the fund's activities.

5 Fairfield's offices. 5 Q. And would you -- were there folks from EFG

6 Q. Andyou said between three or five of 6 Capital that you traveled up to New York with to see

7 those times you actually met with Mr. Tucker? 7 Fairfield?

8 A No, Isaid that I spoke with Mr. Tucker on 8 MR. COATES: Object to form.

9 three to five occasions. I estimate that T met:with 9 You may answer, if you understand the

10 him in person one time. . 10 question.
11 Q. And the time that you met him, did you 11 A, Can you repeat the question or —
12 meet him in his office? 12 BY MR. KELLOGG _
13 A Yes. 13 Q. Yeah. Ijustwantto know: Was anybody
14 Q. And in that meeting, do you recall what 14 from EFG, did they go up with you during those

15 you and Mr. Tucker discussed? 15 meetings?

16 A Idon't specifically recall. Generally we 16 A There may have been instances where EFG

17 talked about Fairfield Greenwich Group and its 17 Capital personnel was in New York for other business
18 development as a business. ' 18 and attended the mectings, but there wasno - no

19 Q. What was the time frame of that in-person 19 one specifically who traveled with me with a
20 meeting with Mr. Tucker? 20 specific meeting agenda. )
21 A, Tdon'trecall 21 Q. You said you met with Lourdes Bareneche?
22 Q. Was it early on in your tenure at EFG 22 A Yes.
23 Capital or more toward the -- the end of Fairfield? 23 Q. What did you meet with her about?
24 A The meeting in question was most likely 24 A_ Lourdes was EFG Capital's marketing
25 within the middle of my tenure with the firm, 25 representative for Fairfield Greenwich Group.
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1 Q. And when you -~ so what was il that you

2 discussed?

3 A, Generally the format of the meeting was

4 Lourdes, in her office, would coordinate visits with
5 EF- -- sorry -- with Fairfield investment personnel,
6 analysts, if you will, as well as with the portfolio

7 manager, and provide us with the report or

8§ information that was made available by the various
9 funds for the period of time that we were reviewing.
10 Q. During the visits you made up to New York
11 to see Faurfield, did you have the opportunity to

12 look around their offices and see how their --

13 hbasically how their office worked?

14 A, The Fairfield Greenwich office?

15 Q. Yeah

16 A No

17 Q. And vou would -- when you traveled up to
18 Fairficld Greenwich, where would the meetings with
19 the folks at Fairfield take place?

20 A, In their conference room.

21 Q. Soyouwere never given a tout of the

22 office to see kind of how the operational structure
23 was laid out?

24 A No.

25 Q. Did you ever ask to take a tour around the

00115
1 Sentry.

2 Q. And so that's what you talked to him

3 about?

4 A, That's what I talked to him about.

5 . And vou recall what he -- what information

& he pave you about Faicfield Sentry?

7 A There was no additional information other

8 than the information we reviewed and he confirmed.
9 Q. And what about Mr, Campano? What did you
10 talk to him about relating to Fairfield's due

i1 diligence?

12 A With regard to Fairfield's due diligence,

13 my conversation with Mr. Campano were around the
14 history of EFG CROs recommending the fund to - to
15 EFG Capital clients.

16 Q. Did you make any kind of a recommendation
17 to any of these gentlemen or to EFG Capital in

18 particular about additional information that you

19 would like to gather relating to Fairfield's --

20 and -- and due diligencs?

21 A [didn't make any specific recommendations
22 in relation to Fairfield Sentry.

23 Q. Were there other funds whose due diligence
24 files you took a [ook at and said, you know, we --

25 we need to supplement the file with X, Y, Z

Page 113 . Page 115
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1 office? 1 information?
2 A No. 2 A, Generally across the board, the
3 Q. Okay. Sovoutalked to Mr. Echevarria 3 application of the -- the standards that EFG adopted
4 about Fairficld Sentry. 4 in 2005 required updating of a -- of a number of
5 And you also said you talked to 5 files because of the introduction of -- of new
6 Mr. Alvarez? 6 information based upon changing industry standards
T A Yes. 7 from the time that EFG Capital initially began its
8§ Q. Andwhat is Mr Alvarez's role at EFG 8 due diligence on Fairfield Sentry.
9 Capital? 9 Q. Did EFG Capital tell you what its due
10 A Ibelieve his role is that he's an 10 diligence procedure was before you started m 20037
11 independent director. Il A, Wereviewed, in general, the infonmation
12 Q. And was that the same in 20057 12 which EFG Capital obtained prior to my consultancy
13 A Yes 13 and employment with the firm. However, my primary
14 Q. And what did you discuss with M Alvarez 14 task was to create standards consistent with a
15 about Fairfield Sentry? 15 viewpoint in the future of the industry and -- and
16  A. Ireviewed the memorandum that were 16 about standardizing and systematizing the written
17 available in the due diligence file that EFG Capital 17 record of due diligence to comply with regulatory
18 had completed on Fairfield Sentry. 18 standards for offering hedge funds.
19 Q. Youcompleted the review. 19 Q. Prior to you arriving in EFG in 2005, was
20 But what did vou talk to Mr. Alvarez 20 there a standardized system in place that EFG
21 about? 21 Capital used for due diligence?
22 A ltalked about the -- I reviewed the 22 A ldon'tknow. Iknow that, beginning in
23 memorandum that he had prepared and other memeorandum 23 2005, the firm sought to standardize its written
24 in the file of the due diligence that he 24 record of its due diligence. Prior to that, I don't
25 participated in for EFG Capital and Fairfield 25 know.
- . Page 114 Paee 116
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1 Q. But you -- you got to come in and take a

2 lock at the files.

3 Did you feel that they — there was a

4 standardized procedure in place after reviewing all

5 the different Ales?

6 A [ felt that EFG had general guidelines for

7 the collection of data. However, they did nat have

3 a standardized means of -- of recording their due

9 diligence process, in writing,

10 Q. As far as you know, was the standard

11 for - or the procedure for product approval the

12 same before you arrived in 2005, in other words, due
13 diligence was conducted and then considered by the
14 new product approval committee before the decision
15 was made on whether to approve a product?

16 A Yes

17 Q. Sothat didn't change.

18 ‘What changed was the synthesization of the
19 information, due diligence information EFG Capital
20 was getting and the presentation of it to the new

21 product approval commitice, is that fair?

22 A Yes

23 MR. KELLOGG: You guys want to break now
24 for --

25 MR. COATES: Sure.

Page 117
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i MR. KELLOGG: -- lunch?

2 VIDEOGRAPHER: Allright Let's go off

3 the record. Timeis 12:40,

4 {Thereupon, a recess was taken, after

5 which the following proceedings were held:)
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