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CASE NUMBER: BC384285
CASE NANME: PRECI SI ON DEVELOPMENT, LLC VS
YURI PLYAM ET AL.

LOS ANGELES, CALI FORNI A MONDAY, MARCH 28, 2011

DEPARTMENT 17 HON. RICHARD E. RI CO JUDGE
REPORTER: SYLVI A ALMAGUER- M LLER, CSR #8767
TI ME: 9:43 A M

APPEARANCES:

ROBERT D. CROCKETT AND SEENA SAM M, ATTORNEYS AT LAW
REPRESENTI NG THE PLAI NTI FF;

DENNI S P. RILEY, ATTORNEY AT LAW REPRESENTI NG THE
DEFENDANTS.

( WHEREUPON THE FOLLOW NG PROCEEDI NGS WERE
HELD | N CHAMBERS W TH JUROR NO. 7, ANTONI O
TORRALBA: )

THE COURT: ALL RIGHT. MR TORRALBA.
WE' RE HERE QUTSI DE THE PRESENCE OF THE REST OF
THE JURORS WTH MR TORRALBA AND COUNSEL.
WHAT, |F ANYTH NG HAVE YOU BEEN ABLE TO FI ND
QUT, SIR ABQUT YOUR DOCTOR S APPO NTMENT OR HOW DO YOU FEEL?
JUROR NO. 7: | FEEL DI ZZY.
THE COURT: YQU STILL FEEL DI ZZY?
JUROR NO. 7: YES
THE COURT: HOW ABOUT THE DOCTOR S APPO NTMENT, DO YQU
HAVE ONE SCHEDULED?
JUROR NO 7: | STILL HAVE TO CALL THE DOCTOR
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THE COURT: OKAY. YOU WEREN T ABLE TO GET A HOLD COF
THE DOCTOR?

JUROR NO 7: NO, NOT YET. AND, YOUR HONOR, THI S
MORNI NG VWHEN | VENT TO THE BATHROOM | HAD RECTAL BLEEDI NG

THE COURT: ALL RI GHT.

JUROR NO 7: AND --

THE COURT: IS THAT SOMETH NG THAT YOU THI NK | S CAUSED
BY YOUR - -

JUROR NO 7: | HAVE ALSO A HI STORY OF DI VERTI CULI TI S.
THAT' S BLEEDI NG I N THE STOVACH.

THE COURT: OKAY. BUT YOU HAVEN T SCHEDULED A
DOCTOR' S APPO NTMENT YET?

JUROR NO 7: NO, NOT YET, YOUR HONOR

THE COURT: OKAY. WHY DON T YOU GO BACK QUTSI DE.

(WHEREUPON JUROR NO. 7, MR TORRALBA,
EXI TED CHAMBERS. )

THE COURT: ALL RIGHT. WE HAVE SOVEBCDY WHO DOESN T
WANT TO BE HERE, UNFORTUNATELY.

MR CROCKETT: |'D JUST LET HM GO, YOUR HONOR. I T
DCESN T MATTER TO ME BUT THE HUVANE THI NG TO DO PROBABLY.

MR RILEY: THAT'S FINE, YOUR HONOR

THE COURT: YEAH. | THINK WE' RE GO NG TO HAVE TO LET
HMGO  WELL, WE' LL LEAVE | T AT THAT.

THEN THAT MEANS -- | DON T HAVE MY PAPER - -

VWHOEVER ALTERNATE NO. 1 IS, SHE GOES UP THERE, AND WE' LL PLAY
MUS| CAL CHAI RS.
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OKAY.
(WHEREUPON THE FOLLOW NG PROCEEDI NGS VERE
HELD | N OPEN COURT I N THE PRESENCE OF THE

JURY:)

THE COURT: WELCOVE BACK, LADI ES AND GENTLEMEN.

THE JURORS AND ALTERNATES ARE PRESENT. COUNSEL

ARE PRESENT. THE PARTI ES ARE PRESENT.

FIRST OF ALL, MR TORRALBA, | THI NK AT TH' S
PO NT WE' RE GO NG TO EXCUSE YOU NOW WHY DON' T YOU GO SEE
YOUR DOCTOR. HOPE YOQU FEEL BETTER. SO YOU RE EXCUSED. YQU
CAN TURN I'N YOUR BADGE DOWNSTAI RS.

THANK YOU, SIR  WE APPRECI ATE YOUR HELP.

M5. ORTEGA, TAKE THAT SEAT. THAT MEANS MS.
VI LLANUEVA -- MOVE DOMW, SIR  YES. YOU TAKE THAT SEAT UP
THERE, NUMBER 14.

CLARE BRONFMAN,
RESUMED THE W TNESS STAND, HAVI NG BEEN PREVI QUSLY DULY SWORN,
FURTHER TESTI FI ED AS FOLLOWG:

THE COURT: ALL RIGHT. THEN, Ms. BRONFMAN, YOU RE
STI LL UNDER OATH;, UNDERSTAND?

THE WTNESS: YES, YOUR HONOR.

THE COURT: ALL RIGHT. THEN WE' RE READY TO CONTI NUE
WTH THE CRCSS, MR RILEY.

MR RILEY: THANK YOQU, YOUR HONOR
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CROSS- EXAM NATI ON ( RESUMED)
BY MR RILEY:

Q GOCD MORNI NG Ms.  BRONFIVAN.
A GOCD MORNI NG MR RILEY.
Q ALL RIGHT. | WANT TO TAKE YOU BACK TO DECEMBER

2007. MY UNDERSTANDI NG | S THAT | N DECEMBER OF 2007 THE PLYAMS
VI SITED YOU I N ALBANY, NEW YORK; CORRECT?

A THAT' S CORRECT.

Q AND WHO ALL WAS PRESENT FOR THI S MEETI NG I'N
ALBANY VWHEN YOU TALKED ABQUT | SSUES RELATED TO THE
DEVEL OPMENT?

A NANCY SALZMAN, MY SI STER SARA BRONFMAN, KEI TH
RANI ERE, AND THE PLYAMS.

Q NOW WAS THI S MEETI NG BETWEEN YOU, MR. RANI ERE,
YOUR SI STER, MS. SALZMAN, AND THE PLYAMS RECORDED | N SOVE

FASHI ON?
A NOT THAT |' M AWARE OF.
Q WAS THERE A RECORDER QUT ON THE TABLE THERE?
A | DON T RECALL.
Q VELL, I'S MR RANIERE IN THE HABI T OF HAVI NG

SOMEBODY RECORD HI S MOVEMENTS AND HI S CONVERSATI ONS?

A NO, NOT ALWAYS. OCCASI ONALLY WHEN HE d VES
FORUMS OR SPEAKS TO THE ORGANI ZATI ON, BUT NOT ALL THE TI ME.

Q VELL, IS THERE SOVEBCODY THAT FOLLOAS H M AROUND
AND RECCORDS H S MOVEMENTS?

A NO.

Q THERE' S NOBCDY THAT HAS A VI DEO CAVERA THAT
WALKS AROUND AND RECCRDS THI NGS THAT' S GO NG ON W TH REGARDS
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TO NXI'VM AND H S MEETI NGS?

A NO. AS | SAID, THERE ARE TI MES WHEN HE DOES
FORUMS THAT HE IS VIDECED. BUT IT'S NOT A REGULAR OCCASI ON
THAT HE'S -- HE HAS ANYONE FOLLOW NG H M AROUND.

Q DO YOU KNOW A MAN BY THE NAME OF MARK VI CENTE?
A YES, | DO

Q WHO | S THAT?

A MARK VI CENTE IS A FELLOW EXECUTI VE BOARD

MEMBER. HE WAS THE DI RECTOR OF A FI LM "WHAT THE BLEEP?" AND
COWITER OF IT. HE IS A FRI END.

Q AND IS HE THE ONE -- WHEN MR. RANI ERE | S BEI NG
VI DEOTAPED, 1S HE THE ONE THAT' S DA NG THE VI DEOTAPI NG?

A | T DEPENDS. HE HAS DONE SOVE VI DEOTAPI NG FOR
SOME OF THE FORUMS. HE' S DONE SQOVE VI DEOTAPI NG ON A PROJECT
WTH THE SI TUATION I N MEXI CO W TH | NLAKESH. SO WHEN KEI TH HAS
SPECI FI CALLY SPOKEN TO THAT, HE LL VIDEO HM ON THAT. THAT'S
ABOQUT I T.

Q NOW WHEN THE PLYAMS SHOWED UP | N DECEMBER OF
2007, DD YOQU A VE THEM HUGS AND Kl SSES?

A YES, |I'M SURE.

AND DI D YOUR SI STER G VE THEM HUGS AND Kl SSES?

A "M SURE. MY SISTER IS VERY WARM

Q AND DI D MR. RANI ERE G VE THEM HUGS AND Kl SSES?
A PROBABLY.

Q AND M. SALZNMAN?

A PROBABLY.

Q NOW WHEN THEY WERE THERE | N DECEMBER OF 2007,

THE PLYAMS GAVE YOU A REPORT, AN UPDATE ON THE PROQJECT, DIDN T
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THEY?

A YES, THEY DI D.

Q AND THEY TALKED ABOUT Ms. PLYAM S ATTEMPTS TO
GET A $5 M LLI ON LCAN, CORRECT?

A CORRECT.

Q AND THEY ALSO TALKED ABOQUT THE PGOSSI BI LI TY THAT
THAT LOAN MAY NOT COME THROUGH, RI GHT?

A CORRECT.

Q AND THEY DI SCUSSED OTHER FI NANCI NG NEEDS, TOO,
DDN' T THEY?

A BEYOND THE 5 M LLI ON?

Q VWELL, THE 5 M LLION. THEY DI SCUSSED THE
FI NANCI NG NEEDS OF THAT 5 M LLI ON?

A YES, THEY DI D.

Q OKAY. WAS MS. FREEMAN ALSO AT THE MEETI NG?

A | DON T RECALL. IT S POSSIBLE BUT | DON T
RECALL.

Q NOW DURI NG THI S MEETI NG | N DECEMBER OF 2007,

YOU DIDN T RAI SE ANY CONCERNS W TH THE PLYAMS, DI D YOU?

A NO. WE DIDN T HAVE ANY CONCERNS AT THAT TI ME.

Q WAI'T A SECOND. | THOUGHT THAT MR PARLATO WAS
CONTACTED SOVETI ME | N NOVEMBER OF 20077

A NO, NOT THAT I'M AWARE OF.

Q WHAT ABOUT MR. DEL NEGRO, WASN T HE CONTACTED
I N NOVEMBER OF 2007 ABOUT THE PRQIECT?

A NOT THAT |' M AWARE OF.

Q SO YOUR PCSITION | S THAT WHEN THE PLYAMs CAME
I N DECEMBER OF 2007, YOU HAD NO PROBLEM VWHATSOEVER W TH THE
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PROQIECT, IS THAT I T?

A I TH NK VVE HAD QUESTI ONED WHY THERE WEREN T ANY
HOUSES BUI LT, BUT MR PLYAM YOQU KNOW TOLD US THERE WAS RED
TAPE AND THI S AND THAT AND THE OTHER. SO I THI NK THERE WAS - -
THAT WAS THE EXTENT OF | T FROM MY RECOLLECTI ON.

Q SO AS OF THI'S MEETI NG I N DECEMBER OF 2007, YQU
HAD NO CONCERNS ABQUT THE PRQIECT; RI GHT?

A CORRECT.

Q AND WHEN THE PLYAMS TALKED TO YOU ABOUT
FI NANCI NG, YOU SAI D THAT YOU WOULD HELP THEM TRY TO FI ND THE
FI NANCI NG Rl GHT?

A CORRECT.

Q AND YOQU ALSO TOLD THEM THAT YOU WERE BEHI ND
THEM 100% RI GHT?

A | DON' T KNOWIF WE SAI D THAT SPECI FI CALLY, BUT
I DON T TH NK THAT WE FELT OTHERW SE.

Q NOW THE PLYAMS ALSO MADE REGQULAR REQUESTS FOR
MONEY FROM YOU OR THROUGH YOUR PEOPLE; CORRECT?

A CORRECT.

Q NOW ORI G NALLY YOU HAD AGREED TO PUT I N $22
M LLI ON FOR THE HOUSES; RI GHT?

A 20 OR 22. | DON T RECALL.

Q WE READ YOUR DEPCSI TI ON AND YOUR DEPGCSI TI ON
SAID 22 M LLION, CORRECT?

A CORRECT.

Q AND YOUR DEPGSI TI ON WAS TAKEN MJUCH EARLI ER THAN
TODAY; CORRECT?

A CORRECT.
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Q OKAY. AND SO WHEN YOQU SAID 22 M LLION I N YOUR

DEPCSI TI ON, YOU WERE BEI NG TRUTHFUL, WEREN T YQOU?

A TO My BEST RECOLLECTI ON. BUT, AGAIN, I'M

NOT -- |'VE GONE THROUGH EVERYTHI NG AND | T MAY HAVE BEEN 20,

I T MAY HAVE BEEN 22.

Q NOW YOU ALSO AGREED TO PUT - -

LI BBI T PROOECT WAS A SEPARATE DEAL; RI GHT?
YES. THAT'S CORRECT.

ACTUALLY, THE

A
Q AND THAT WAS $6.6 M LLI ON;, CORRECT?
A

YES. THAT'S CORRECT.

Q SO ALL TOLLED YOU AGREED FOR A TOTAL PRQJECT

AMOUNT OF $28.6 M LLION AT AMNIMUM RI GHT?
A 26.6 TO 28.6; CORRECT.

Q NOW AS OF JANUARY 2008, YOU HAD PUT

$26, 430, 000 I N; CORRECT?

A THAT' S CORRECT.
Q AND PURSUANT TO YOUR AGREEMENT THEN, THERE WAS
SUPPOSED TO BE ANOTHER 2. -- ALMOST $2.2 M LLI ON AVAI LABLE FOR

THE PROJECT; RI GHT?

A LIKEIl SAID, I"MNOT SURE IF IT WAS 20 ORIF IT

WAS 22. | ACTUALLY BELI EVE WHEN | LOOK BACK RETROSPECTI VELY

THAT I T WAS 20. SO...

MR RILEY: WE HAVE MJUSIC IN THE COURTROOM

THE COURT: THAT'S ALL RI GHT.

Q BY MR RILEY: WHEN DID YOU DO TH S

RETROSPECTI VE LOOK BACK ON THE PROJECT?

A VELL, I N PREPARATI ON FOR TRI AL.

Q VWELL, WHEN YOUR DEPGCSI Tl ON - -

YOUR DEPOSI TI ON
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WAS TAKEN IN -- LET ME LOOK AT THE DATE HERE -- JUNE OF 2009;
CORRECT?
A | BELI EVE SO
Q AND WHEN YOU ANSWERED -- AND |'LL READ FROM THE
DEPCSI TI ON PAGE 26:
"DO YOU RECALL THAT THE NUMBER 22 M LLI ON WAS
DECI DED UPON?
"ANSVER:  YES."
WHEN YOQU TESTI FI ED TO THAT, YOU THEN LATER GOT
YOUR DEPOSI TI ON BOOKLET BACK; CORRECT?
A CORRECT.
Q AND YOU HAD THE OPPORTUNI TY TO MAKE ANY CHANGES
YOU COULD TO I T, CORRECT?

A CORRECT.

Q AND YOU DI DN' T CHANGE THAT NUMBER, DI D YQU?
A NO.

Q SO AS OF JANUARY 2008, ACCORDI NG TO YOUR

TESTI MONY I N YOUR DEPCSI TI ON, THERE WAS ANOTHER 2 M LLI ON - -
ALMOST $2.2 M LLI ON THAT WAS SUPPOSED TO BE AVAI LABLE FOR THE
PRQIECT; RI GHT?

A YOU COULD MAKE THAT ARGUMENT. | DON T KNOW I F
| AGREE W TH YOUR ARGUMENT, BUT YOU CAN MAKE I T.

Q VELL, DO YOQU DI SAGREE WTH I T, OR YOU JUST
DON T KNOWP
A | DON T RECALL I'F INITIALLY WE -- MY SI STER S

RECOLLECTI ON WAS THAT I T WAS $20 M LLI ON AND M NE WAS 22, SO
THERE | S A DI SCREPANCY.
Q VELL, LET'"S PUT IT THIS WAY, IF I T WAS $22
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M LLI ON AS YOU TESTI FI ED I N YOUR DEPGSI TI ON, YOU WOULD AGREE
THAT THERE WOULD BE ANOTHER $2.2 M LLI ON AVAI LABLE TO THE
PRQIECT ACCORDI NG TO THE AGREEMENT,; RI GHT?

A CORRECT.

Q NOW | N JANUARY, YOU GOT A -- ACTUALLY, YQU
MENTI ONED YOUR SI STER' S DEPCSI TIQN, SO I'M GO NG TO READ FROM
THE DEPOSI TI ON OF SARA BRONFMAN DATED JUNE 1ST, 2009, AT 12:30
P.M

MR, CROCKETT: ONE SECOND, YOUR HONOR. WE' RE LOCKI NG
FOR IT.

MR RILEY: GO AHEAD. |'LL ASK ANOTHER QUESTI ON I N
THE MEANTI ME.

Q YOUR DEPCSI TI ON WAS ALSO TAKEN ON JUNE 1ST,
2009; CORRECT?

A THAT' S WHAT I T SAYS, YES.

Q AND YOUR SI STER S WAS TAKEN AT 12: 30 IN THE
AFTERNOON AND YOURS WAS TAKEN AT 3: 00 O CLOCK I N THE
AFTERNOON;, RI GHT?

A | F THAT' S WHAT I T SAYS, YES.

Q I WANT TO READ FROM SARA BRONFMAN S DEPOSI TI ON
AT PAGE 43, LINES 21 THROUGH 23.

MR CROCKETT: OBJECTI ON, NO LONGER A PARTY, HEARSAY.

THE COURT: WANT TO APPROACH?

(WHEREUPON THE FOLLOW NG PROCEEDI NGS
WERE HELD AT S| DEBAR:)

THE COURT: IS SHE A PARTY?
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MR CROCKETT: SHE PREVAI LED ON HER MOTI ON FOR SUMVARY
JUDGVENT.

MR RILEY: SHE S A 50 PERCENT OMNER OF PRECI S| ON, THE
PLAI NTI FF I N TH S CASE.

MR CROCKETT: SHE' S NOT AN OFFI CER. SHE' S JUST AN
OMER. SHE'S JUST AN | NVESTOR

THE COURT: WELL, IT'S AN LLC, RIGHT?

MR, CROCKETT: YES.

THE COURT: IT'S A PROPER QUESTION. SINCE IT'S AN
LLC, |'LL ALLOWIT. OVERRULED.

( WHEREUPON THE FOLLOW NG PROCEEDI NGS WERE
HELD | N OPEN COURT | N THE PRESENCE OF THE
JURY:)

MR RILEY: READI NG FROM PAGE 43, LINES 21 THROUGH 23.
AND THI'S, FOR THE RECORD, |S AGAI N FROM SARA BRONFMAN S
DEPCSI TI ON.
( READI NG )
"QUESTI ON:  WHAT WAS THE I NI TI AL | NVESTMENT?
"ANSWVER. | THINK | T WAS 22 M LLI ON FOR THE 26
PROPERTI ES, OVER 26 PROPERTI ES. "
Q SO YOUR SI STER TESTI FI ED CONSI STENTLY W TH YOU
I N YOUR DEPCSI Tl ON?
A OKAY.  YES.
Q SO NOW | WANT TO TAKE YOU TO JANUARY 2ND, 2006,
AND SHOW YOU EXHI BI T 601, WHICH | BELIEVE |'S ALREADY I N
EVIDENCE. |'LL GET IT FOR YOU IN A SECOND | F YOU WANT TO - -
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A WHAT NUMBER WAS | T?

Q 601.

A THANK YOU.

Q NOW AT THE TI ME, YOU WOULD AGREE, THAT WHEN

M5. PLYAM ON JANUARY 2ND, 2008, ASKED FOR A WRE OF 400, 000
THAT, AS OF TH S DATE, YOU HAD ALREADY ENLI STED THE SERVI CES
OF TH' S PARLATO CHARACTER, CORRECT?

A I DON' T -- | MEAN, PARLATO HAD BEEN WORKI NG FOR
US FOR A WHI LE AS YOU ALREADY KNEW SO | DON T THI NK AT TH S
PO NT WE HAD ASKED H M TO DO PRECI SION. | THI NK AT TH' S PO NT
HE WAS STILL JUST DO NG OTHER THI NGS FOR US.

Q VWELL, DI DN' T PARLATO ALREADY FLY QUT TO LOS
ANGELES?

A | TH NK HE FLEW-- | TH NK HE ACTUALLY FLEW QUT
ON JANUARY 2ND, BUT I THI NK THAT WAS OF HH S OAN ACCORD TO
SPEAK W TH THE PLYAMS ABOUT THE POTENTI AL LQAN.

Q BUT | THOUGHT WE WENT THROUGH THI S ON FRI DAY.
YOU HAD ALSO REQUESTED H M TO GO LOCK | NTO THE PROJECT ON YOUR
BEHALF BECAUSE YOU HAD CONCERNS?

A VWH LE HE WAS QUT THERE, | SAI D CAN YOQU LOOK AT

Q SO ON JANUARY 2ND, YQU HAD ALREADY ASKED H M TO
GO QUT THERE AND LOCK AT THE PRQIECT BASED ON YOUR CONCERNS;

Rl GHT?

A | HADN' T ASKED H M TO GO OQUT BASED ON OUR
CONCERN. HE WAS GO NG OQUT ANYWAY SO | ASKED HI M TO LOOK | NTO
THI NGS VWH LE HE WAS OUT THERE.

Q NOW THE RESPONSE FROM DAZZLE HERE |'S, "HELLO
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NATASHA. HAPPY NEW YEAR. | T WLL TAKE A FEW DAYS TO FREE UP
TH'S CASH. |'LL KEEP YOU POSTED. "
NOW AS OF JANUARY 2ND 2008, YOU NEVER | NTENDED

TO PAY THEM ANY MORE MONEY, DI D YOU?

A | DON' T KNOW THAT | T WAS JANUARY 2ND. THERE
WAS A FEW THI NGS THAT WERE CONCERNI NG TO ME | N LATE DECEMBER,
AND THEN WHEN PARLATO CALLED ME AND TOLD ME ABOUT WHAT WAS
GO NG ON, THEN | HAD REAL CONCERNS. AND, NO | WASN T ABOUT
TO SEND ANY MORE MONEY G VEN WHAT WE HAD DI SCOVERED WAS GO NG
ON QUT HERE.

Q SO WHEN THEY RESPONDED THAT I T WLL TAKE UP TO
A FEW DAYS TO FREE UP CASH, YOU WERE JUST TRYI NG TO LET THEM
BELI EVE THAT EVERYTH NG WAS NORVAL; RI GHT?

A ACTUALLY, PROBABLY NOT. BECAUSE | DON T KNOW
THAT | HAD SPCKEN TO DAZZLE AT THI S PO NT ABOQUT | T AND DAZZLE
PROBABLY WROTE THAT OFF HER OAN ACCORD.

Q NOW YOU NEVER DI D G VE THEM ANY MORE MONEY,
D D YQu?

A NO.

Q SO I F YOUR AGREEMENT, AS STATED I N YOUR

DEPCSI TI ON, WAS TO G VE THEM THE $28.6 M LLION, YOU BRCKE YOUR
SI DE OF THE DEAL, DO YOU AGREE?

A NO, | DON T AGREE BECAUSE - -
Q VELL - -
A -~ IF 1 WAS TO PUT I N MORE MONEY WHEN | SEE

THAT THI NGS ARE GO NG SOUTH AND REALI ZE THAT THEY' RE USI NG OUR
MONEY FOR THEI R OAWN PURPOSES, THAT WOULD BE LUDI CROUS.
Q VELL, YOU PERSONALLY DI DN' T SEE ANYTHI NG
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Rl GHT?

A CORRECT. | HAD TWO PEOPLE WHO WERE LOCKI NG AND
THEN | -- THERE WAS SEVERAL OCCURRENCES TO G VE ME THE DATA
THAT | NEEDED TO VERI FY THAT THERE WERE PROBLEMS.

Q BUT YOU PERSONALLY NEVER VEENT OUT AND HAD TOOK
A LOOK YOURSELF, DI D YOQU?

A NO || DIDNT.

Q AND YOU KNEW THAT THEY NEEDED MONEY TO KEEP
GO NG ON TH S PRQIECT; CORRECT?

A CORRECT.

Q AND YOQU LED THEM TO BELI EVE THAT THEY WERE
GO NG TO GET MONEY, DIDN T YQU?

A NO, | DON T BELIEVE | DI D LEAD THEM TO BELI EVE
THAT. | THINK I T WAS VERY CLEAR VWHEN WE SAW THERE WERE
PROBLEMS GO NG ON, | T WAS VERY CLEAR WE WERE NOT GO NG TO BE
G VI NG THEM ANY MORE MONEY.

Q VWELL, WHEN THI' S RESPONSE IN EXH BI T 601 TALKS
ABQUT THE MONIES, IT'S GO NG TO TAKE UP TO A FEW DAYS, THE
MONEY NEVER WAS GO NG TO COVE, AT LEAST YOU AGREE, AFTER
MR, PARLATO CALLED BACK; RI GHT?

A AFTER PARLATO AND | SPCKE OR AFTER | GOT A
REPORT FROM VWHAT WAS GO NG ON QUT HERE, NO, | HAD NO | NTENTI ON
OF SENDI NG ANY MORE MONEY. AT THIS TIME IN TH S E-MAI'L, |
WOULD | MAG NE USUALLY, | BELI EVE, WHEN NATASHA WOULD SEND A
REQUEST, DAZZLE WOULD RESPOND THAT THI S | S A NORVAL
OCCURRENCE. | T DCES TAKE A LITTLE BIT OF TI ME AND THEN SHE - -
DAZZLE WOULD SPEAK TO ME AFTERWARDS.

Q BUT AS OF THI S DATE PARLATO S REPORT, YOU HAD
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NO | NTENTI ON OF ANY MORE MONEY; CORRECT?

A AFTER PARLATO S REPORT, | HAD NO | NTENTI ON OF
ANY MORE MONEY UNTIL WE FI GURED OQUT WHAT WAS GO NG ON AND TO
MAKE SURE THAT -- YOU KNOW | F EVERYTH NG HAD BEEN ACCORDI NG
TO PLAN, THAT'S ONE THING BUT I T WASN T.

Q ACCCORDI NG TO WHAT PARLATO SAI D; CORRECT?

A ACCCORDI NG TO WHAT PARLATO SAI D BASED ON THE
PLYAMS' ACTI ONS.

Q W THOUT LOOKI NG AT ANY ACCOUNTI NG DOCUMENTS AT
ALL; CORRECT?

A VWELL, WE DIDN T LOCK AT ANY ACCOUNTI NG
DOCUMENTS AT THAT TIME. THEY WOULDN T TURN THEM OVER  BUT
PRI OR TO THAT, THERE WERE CERTAI N SI TUATI ONS. ONE, THERE WERE
CERTAI N PROPERTI ES THAT WERE ENTI TLED I N THEI R NAME; TWO, THE
PROPERTI ES WERE | N DI SARRAY; THREE, | T WAS DETERM NED THAT THE
PEOPLE WHO WERE WORKI NG OR SUPPOSEDLY BEI NG PAID -- OR
SUPPCSEDLY WORKI NG ON PRQJIECTS BEI NG PAI D BY US WERE WORKI NG
ON THEI R PROPERTI ES. SO BASED ON THOSE THINGS, | WAS NOT IN A
POSI TI ON WHERE | WOULD SEND THEM ANY MORE MONEY.

MR RILEY: MOVE TO STRI KE AS NONRESPONSI VE, NO
FOUNDATI ON, HEARSAY.

MR CROCKETT: OBJECTION, YOUR HONOR. I T S TOTALLY
RESPONSI VE.

THE COURT: OVERRULED.

Q BY MR RILEY: NOW YOU TALK ABOQUT TH S REPORT
FROM PARLATO I N JANUARY OF 2008, BUT YOU PERSONALLY DI DN T
SPEAK TO PARLATO, DI D YQuU?

A NO | DDNT. | SPOKE TO JI M PERSONALLY AND |
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HAD PARLATO - -
Q PLEASE, MB. --
A SORRY.
Q | UNDERSTAND YOU WANT TO GET YOUR SI DE OUT AND

YOU WANT TO TALK, BUT PLEASE JUST ANSVER THE QUESTION, | F YOU
WOULD.
YOU DIDN T TALK TO PARLATO, DI D YOU?

A NO,
Q SO - -
A NOT DI RECTLY.
Q SO TH' S REPORT YOU RE TALKI NG ABOUT |'S COM NG
FROM SOVEBODY ELSE, ISN T I T?
A YES.
Q PARLATO ACTUALLY TALKED TO KRI STI N KEEFFE;
Rl GHT?
A CORRECT. AND JI M DEL NEGRO.

WHAT IS -- WHAT IS KRI STI N KEEFFE' S PCOSI Tl ON

W TH THE GROUP NXI VM?

MR CROCKETT: OBJECTI ON, ASKED AND ANSWERED.

THE COURT: OVERRULED.

THE WTNESS: SHE' S A LEGAL LI Al SON.

Q BY MR RILEY: ANY OTHER POSI TI ON W TH NXI VM
OTHER THAN THI' S LEGAL LI Al SON POSI TI ON?

A NO.

Q AND WHEN KRI STI N KEEFFE | S DO NG HER LEGAL
LI Al SONI NG, SHE'S COVMUNI CATI NG WTH MR RANI ERE; CORRECT?

A SOMETI MES. MOSTLY BETWEEN -- W TH THE
ATTORNEYS AND, YES, SOMVETI MES WTH MR RAN ERE.
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Q SO TH' S REPORT FROM PARLATO GOES TO Ms. KEEFFE;
CORRECT?

A CORRECT.

Q NOW DI D MR RANI ERE, AFTER TH S ALLEGED REPORT

THAT CAME TO MS. KEEFFE, HELP PROBLEM SOLVE THE | SSUE AT THAT
PO NT I N TI ME?

A ACTUALLY, I THINK I T WAS KRI STIN VENT TO QUR
ATTORNEYS AND ASKED THEM I F THEY -- |IF WE COULD -- | F THEY
COULD HELP FI ND AN ATTORNEY OUT | N CALI FORNI A.

MR RILEY: MOVE TO STRI KE AS NONRESPONSI VE.

THE COURT: SUSTAI NED. STRI CKEN.

Q BY MR RILEY: M QUESTION IS: WHEN THI S
REPORT CAME | N FROM THI S PARLATO CHARACTER, DI D MR RAN ERE
HELP PROBLEM SCOLVE THE | SSUE?

A "M SURE HE -- |'M SURE KRI STIN SPOKE WTH H M
ABQUT I T, YEAH.

Q AND WAS IT MR RANIERE' S | DEA TO PUT FI NANCI AL
PRESSURE ON THE PROJECT?

A "M SORRY. | DON T UNDERSTAND YOUR QUESTI ON.

Q VELL, YOU UNDERSTOCD THAT THI S PRQJECT,

PRECI SI ON AND CASTLE ASSET MANAGEMENT WERE | N THE PROCESS OF
BUI LDI NG 26 HOVES AND ONE LARCE CONDO DEVELOPMENT; CORRECT?

A CORRECT.

Q YOU UNDERSTOOD THAT THEY HAD OVER 140
EMPLOYEES; RI GHT?

A CORRECT.
Q AND YOU UNDERSTOOD THAT THEY HAD - -
A VWELL, | ASSUMED THAT. THAT'S WHAT THEY TOLD
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UsS.

Q AND YOU UNDERSTOCD THAT THEY HAD ONGO NG CASH
NEEDS TO PAY THESE EMPLOYEES; CORRECT?

A CORRECT.

Q YOU NEVER AT ANY TIME SAID TO THE PLYAMS SLOW
DONN, DI D YOU?

A WHEN VE FOUND OUT VWHAT WAS GO NG ON, YEAH WE
WANTED TO FI GURE QUT -- WE BASI CALLY SAID WE NEED TO STOP;, WE
NEED TO FI GURE QUT WHAT' S GO NG ON.

Q YOU NEVER TOLD THE PLYAM5, YOU KNOW WHY DON T
YOU LAYOFF SOVE OF THE EMPLOYEES AND THEN JUST FOCUS ON A
COUPLE OF THE PROPERTI ES, DI D YOU?

A NO. THAT WAS -- THE H GHEST PROPERTY WAS TO
SECURE ALL OF THE ASSETS AND FI GURE OQUT WHAT WAS GO NG ON.

Q YOUR PCSI TI ON | N DECEMBER WAS WE' RE 100% BEHI ND
YQU; CORRECT?

A CORRECT.

Q NOW DI D BECKY FREEMAN ALSO HELP PROBLEM SOLVE
THE | SSUE ONCE THE REPORT FROM PARLATO CAME | N?

A "M NOT SURE. | MEAN, | BELIEVE | SPOKE W TH
HER ABOUT A FEWTHI NGS, BUT | DONT -- | DON T -- "M NOTI' SURE
EXACTLY VWHAT YOU MEAN BY PROBLEM SOLVE, BUT --

Q VELL, WAS BECKY FREEMAN | NVOLVED | N THE
DI SCUSSI ONS REGARDI NG WHAT TO DO I N LOS ANCGELES?

A I DON T THHNK SO | MEAN, | SPOKE TO HER ABOUT
JUST TRYI NG TO GET DATA RETROACTI VELY, BUT | DON T -- | DON T
RECALL WHETHER OR NOT SHE WAS | NVOLVED IN THE SOLUTI ON. |
TH NK VE MOSTLY THEN WENT TO GET LEGAL HELP.
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Q NOW | WANT TO READ FROM YOUR DEPOSI TI ON, PAGE
49, LINES 23 THROUGH 50, LINE 11.
MR, CROCKETT: NO OBJECTI ON.
MR RILEY: (READING)
"QUESTI ON:  WHAT WERE HI'S | NSTRUCTI ONS WHEN HE
HAD VENT OUT TO CALI FORNI A?
"ANSWVER | NI TIALLY, HE WAS GO NG TO TALK W TH
THE PLYAVS ABOUT THE LOAN.
"QUESTI ON: THOSE WERE YOUR | NSTRUCTI ONS?
"ANSWER  YES.
"QUESTION: DID YOU G VE H M THOSE
| NSTRUCTI ONS?
"ANSWER | THINK | REQUESTED THAT HE GO. HE
WAS GO NG TO LOAN SOVEBODY MONEY. HE WANTED TO FI GURE
OUT THE SI TUATION. THAT WAS KIND OF A NORVAL THI NG
"QUESTI ON: WAS THERE ANYONE ELSE YOU SENT OUT

W TH FRANK?
“ANSVER: NO. "
Q NOW RI GHT AFTER MR PARLATO WAS SENT OUT, AN

E-MAI L WAS SENT TO THE PLYAMS TELLI NG THEM ABOUT MR PARLATQ,
CORRECT?

A YES. | BELI EVE SO

Q LET' S TAKE A LOOK AT WHAT' S BEEN PREVI QUSLY
ADM TTED, | THI NK, AS EXH BI' T 602.

SO EXHBIT 602 IS AN E- VAl L FROM REBECCA

FREEMAN TO THE PLYAMS; CORRECT?

A CORRECT.

Q AND YOU ARE CC D ON TH'S; CORRECT?
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A CORRECT.
Q AND IN THIS E-MAI L, YOU DON' T RAI SE ANY
CONCERNS W TH THE PLYAMS, DO YQU?

A NO.
Q NOW | N FACT THE E- MAI L STARTS OUT: "HAPPY NEW
YEAR. | HOPE YOU AND THE KIDS ARE WELL." THAT'S THE

| MPRESSI ON -- TO G VE THE | MPRESSI ON THAT EVERYTHI NG | S GOOD;
Rl GHT?

A VELL, | THI NK THAT IS VERY NORVAL FOR BECKY.
BECKY IS A PARENT AND SHE HAD AN ONGO NG RAPPORT AND
RELATI ONSHI P W TH THE PLYANS.

Q BUT SHE KNEW AT THI S TI ME WHAT WAS GO NG ON;
Rl GHT?

A I DON' T THI NK SHE KNEW THE FULL STORY. | TH NK
| HAD JUST ASKED HER TO WRITE TH S E-MAI L, BUT I TH NK SHE

KNEW THAT -- SHE KNEW I HAD SOVE CONCERNS, YES.

Q VWELL, DI D SHE KNOW THE FULL STORY OR DIDN T
SHE?

A | DON' T TH NK SHE KNEW THE FULL STORY, BUT I

THI NK SHE KNEW | HAD SOVE CONCERNS.

Q DD YOU HELP HER WRITE THI S E- MAI L?
A YES.
Q AND WHEN YOU HELPED MS. FREEMAN WRI TE THI S

E-MAI L, YOU KNEW ACCORDI NG TO WHAT PARLATO HAD TOLD
M5. FREEMAN VHO HAD TOLD SOMVEBODY ELSE, THAT THERE WAS
POSSI BLY PROBLEMS; RI GHT?

A YES.

Q AND YET YOU MENTI ON NOTHI NG ABOUT THOSE
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PROBLEMS, DO YOU?

A NO. AT THAT TIME, | STILL WANTED TO FI GURE QUT
VWHAT WAS GO NG ON. | HAD JUST HAD A VERY BRI EF OVERVI EW OF
PARLATO S OPI NION, AND | WANTED TO UNDERSTAND. | WANTED TO

GET INTO A TH CK OF WHAT WAS REALLY GO NG ON BEFORE WE MOVED
FURTHER.

Q ALL RIGAT. IN TH' S E-MAIL, | T REFERENCES THAT
YOU HAVE RETAI NED THE SERVI CES OF FRANK PARLATO TO GUI DE THEM
IN ALL THEI R REAL ESTATE VENTURES, BOTH NATI ONALLY AND
| NTERNATI ONALLY.

WHAT REAL ESTATE VENTURES ARE YQOU TALKI NG ABQUT

HERE?

A ANY.

Q NO.  |'M NOT TALKI NG ABOUT ANY. WHAT REAL
ESTATE VENTURES ARE YQOU TALKI NG ABOUT?

A WELL, SPECI FI CALLY PRECI SI ON.
Q WELL, THERE WEREN T ANY OTHERS, WERE THERE?
A VWELL, | DO HAVE REAL ESTATE VENTURES | N OTHER

AREAS, BUT | THINK I'T WAS A BROAD STATEMENT.
Q VWELL, THI S WASN T REFERENCI NG ANY OTHER REAL
ESTATE VENTURES, WAS | T?

A I TH NK I'T WAS JUST A BROAD STATEMENT.

Q I T WAS A BROAD STATEMENT | NTENTI ONALLY;
CORRECT?

A YES.

Q YOU WERE TRYI NG TO G VE THE | MPRESSI ON THAT

MR PARLATO, TH S GUY THAT YOU HAD KNOWN FOR A FEW MONTHS, WAS
COVMPLETELY TAKI NG OVER FOR EVERYTHI NG FOR YOU;, RI GHT?
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A YEAH. | WAS TRYI NG TO LAY THE FOUNDATI ON SO
THAT THEY UNDERSTOOD THAT -- FROM MY PERSPECTI VE, WE NEEDED - -
VWE NEEDED A LITTLE BIT OF TIME TO FI GURE OQUT EXACTLY WHAT WAS
GO NG ON. BECAUSE WHEN MR, PARLATO FI RST TCLD ME WHAT WAS
GO NG ON, | DIDN T WANT TO MAKE ANY QUI CK MOVES BECAUSE |
DI DN' T KNOW EXACTLY WHAT WAS GO NG ON. SO AS A PLACEHOLDER, |
ASKED BECKY TO SEND THI' S E-MAI L SO THAT WE COULD HAVE TI ME TO

FI GURE QUT.
Q VELL, DD YOU OR DID YOU NOT' TALK TO
MR, PARLATO?
A NOT DI RECTLY, | NDI RECTLY.
Q WELL, SOWTH THI S E-MAI'L, YOU | NTENTI ONALLY

WANTED THE PLYAMS TO BELI EVE THAT MR PARLATO HAD PONER OVER
TH S PRQAJECT; RI GHAT?

A I WANTED THEM TO BELI EVE THAT MR PARLATO HAD
AUTHORI TY FROM US AND COULD LOOK | NTO WHAT WAS GO NG ON,
NOT -- WVELL, NOT LOOK | NTO WHAT WAS GO NG ON. BUT AT THAT
PO NT, | HAD G VEN MR PARLATO THE AUTHORI TY TO FI GURE OUT
VWHAT WAS GO NG ON I N THE SI TUATI ON, AND, YES, | WANTED THEM TO
HAVE A SENSE THAT HE WAS COM NG I N AND HE WAS GO NG TO LOCK AT
THINGS. | NEEDED A PLACEHOLDER UNTI L WE COULD DETERM NE WHAT
EXACTLY HAD HAPPENED.

Q MR. RANI ERE HELPED YOU WTH THI S E-MAIL, DIDN T
HE?

A NO.

Q WELL, AS OF THIS TIME, MR RAN ERE HAD TOLD YQU

THAT THE PLYAMS HAD STCLEN THE $65 M LLI ON THAT WAS LOST I N
THE COWODI TY MARKET, HADN T HE?
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A NO.

Q HE HAD BEEN FEELI NG PRESSURE AT THI S PO NT IN
TI ME ABOUT THOSE LOSSES TO SI GN THE LOAN DOCUMENT, HADN T HE?

A I DON T THI NK SO NO

Q NOW WHEN YOU SAY THAT YOU RETAI NED THE
SERVI CES OF FRANK PARLATO TO GUIDE THEM I N ALL THEI R REAL
ESTATE VENTURES, BOTH NATI ONALLY AND | NTERNATI ONALLY, YQU
DIDN' T H RE FRANK PARLATO TO HANDLE ANYTHI NG | NTERNATI ONALLY,
D D You?

A NO. ALTHOUGH | DO HAVE PROPERTI ES
| NTERNATI ONALLY. SO ..

Q BUT YOU DIDN' T H RE FRANK PARLATO TO HANDLE
THEM DI D YOU?

A NO.

Q SO WHY DI D YOU STATE THAT IN THE E- MAI L?

A BECAUSE | NEEDED A STRONG STATEMENT. | T'S JUST
A STATEMENT. | NEEDED A PLACEHOLDER TO FI GURE OQUT WHAT WAS
GO NG ON. | HAD REPORTS THAT THERE WAS A BI G MESS AND THAT

THE PLYAMS WERE DO NG THI NGS THAT WERE WRONG, THAT WERE
| NCORRECT AND | MPROPER, AND | NEEDED TO FI GURE QUT WHAT WAS
HAPPENING. SO | USED TH S LETTER AS A PLACEHOLDER TO FI GURE
| T QUT.
Q NOW THE SECOND PARAGRAPH READS:
“ADDI TI ONALLY, MR PARLATO, AS | UNDERSTAND I T,
| S CONTEMPLATI NG LENDI NG MONEY TO THE PRQJECT. SO
THAT I T WLL BE IN THEI R MUTUAL | NTEREST FOR H M TO
HANDLE FUTURE FI NANCI AL ARRANGEMENTS FOR THE PRQJECT. "
VWELL, AS OF THI S DATE, THE DATE THAT YOU HAD
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THESE REPORTS SECOND OR THI RD HAND FROM MR, PARLATO, HE WASN T
GO NG TO PUT ANY MONEY | NTO THE PRQJIECT, WAS HE?

A VELL, I'F HE HAD HAVE DONE SOVE | NVESTI GATI ON
AND WE HAD HAVE FOUND OUT THAT ACTUALLY THE PLYAMS WERE DO NG
VWHAT THEY WERE SUPPOSED TO BE DO NG, THERE WAS THE POTENTI AL
FOR IT. BUT AT THHS TIME, W DIDN' T HAVE A CONCLUSI VE
DETERM NATI ON WHAT WAS REALLY GO NG ON. LIKE I SAID, IT WAS A
PLACEHOLDER. WE NEEDED SOVE TIME TO FIGURE | T QUT.

Q VELL, YOU HADN' T SEEN A THI NG PERSONALLY - -
A NO.

Q -- AS OF TH S DATE; CORRECT?

A CORRECT.

Q NOW THE LAST PARACGRAPH READS:

“AS | UNDERSTAND | T, YOU RE MEETING WTH H M
TODAY, AND YOQU MAY SPEAK W TH H M ABOUT YOUR MOST
RECENT REQUEST FOR $400, 000 AND ANY ADDI TI ONAL FUNDI NG
NEEDS YOU MAY HAVE. "
DD VMR PARLATO, ON THI S DATE, HAVE THE
AUTHORI TY BY HI MSELF TO SAY, YES, HERE' S ANOTHER $400, 000?
A NO.
Q SO WHY IS I T THAT YOU RE SAYI NG THAT THE PLYAMS
NEED TO TALK TO H M ABOQUT TH S $400, 000 THAT THEY NEED TO PAY
THEI R EMPLOYEES?
A BECAUSE | WANTED ALL | NFORVATI ON ABOUT
FI NANCI ALS TO GO THROUGH H M BECAUSE HE WAS COLLECTI NG ALL OF
THE | NFORMVATI ON TO DETERM NE WHAT WAS GO NG ON.
Q NOW AS OF TH S DATE, JANUARY 2008, YOU KNEW
THAT MR PARLATO S EXPERI ENCE WAS REHABBI NG HOMES | N THE
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BUFFALO AREA THAT WERE DRASTI CALLY LESS I N COST AND PRI CE THAN
THESE HOUSES | N LOS ANGELES; RI GHT?

A NO. HE HAD A BU LDI NG THAT HE HAD WORKED ON
THAT WAS ACTUALLY, | TH NK, MORE SUBSTANTI AL THAN ANY OF THE

PRQIECTS.
Q WHAT BUI LDI NG ARE YOU REFERRI NG TO?
A 1 NI AGARA PLACE.
Q HE DIDN T BU LD THAT?
A | THI NK HE WAS I NVOLVED IN I T FROM A FI NANCI AL

PERSPECTI VE BUT | DON' T THINK -- HE' S NOI' A CONTRACTOR. |
DON' T THHNK | EVER -- HE EVER CLAI MED TO BE NOR DI D I BELI EVE
H M TO BE.

Q AND HE HAD NEVER DEVELOPED ANYTHI NG, HAD HE,
OTHER THAN REHABBI NG SI NGLE FAM LY HOVES?

A | DON T KNOW

Q VELL, YOU GOT $26 M LLION IN REAL ESTATE IN LCS
ANGELES AND THI S | NDI VI DUAL THAT YOU RE RELYI NG ON HAD NO
EXPERI ENCE | N DEVELOPI NG REAL ESTATE;, RI GHT?

A CORRECT.

Q NOW AS OF TH S DATE, YOU HAD NO | NTENTI ON OF
G VING THE PLYAMS $400, 000 MORE, DI D YOU?

A I DON T KNOW AT THIS PO NT, | WASN T SURE
EXACTLY VHAT WAS GO NG ON. IF THINGS -- AS | SAID, |IF TH NGS
HAD VE TURNED OUT THAT EVERYTHI NG WAS OKAY AND WHAT HE -- WHAT
PARLATO WAS | NI TI ALLY STATI NG WAS | NCORRECT, THEN, YES, WE
PROBABLY WOULDN T HAVE CONTI NUED, BUT |IT WASN' T THE CASE.

Q NOW | NSTEAD OF WRI TING THI'S E- MAI L AND GO NG
THROUGH THI S CHARADE OF G VING MR- PARLATO TH S PONER OR THI S
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APPARENT PONER, VWHY DIDN T YOU JUST CALL UP THE PLYAMS AND
SAY, "MR PARLATO HAS REPORTED TO -- TO --" | FORGOI HER NAME
NOW

MR CROCKETT: KRI STI N KEEFFE.

MR RILEY: THANK YOU.

Q "MR PARLATO HAS REPORTED | NFORMATI ON TO
KRI STIN KEEFFE. | HAVE SOVE CONCERNS"?

MR, CROCKETT: OBJECT.

Q MR RILEY: "COULD WE TALK ABQUT THAT"?

MR CROCKETT: OBJECTI ON, ARGUMENTATI VE. THE W TNESS
HAS NOT BOUGHT ON TO MR RILEY' S NOTI ON OF A CHARADE.

THE COURT: REPHRASE. SUSTAI NED.

Q BY MR RILEY: WELL, THI S E-MAIL TELLING THE
PLYAMS THAT MR PARLATO HAD MORE POAER THAN HE DI D WAS A
CHARADE; RI GHT?

A | DON T UNDERSTAND WHAT YOU MEAN. |' M SORRY.

Q YOU WERE TRYI NG TO GET THE PLYAMS TO BELI EVE
THAT MR PARLATO HAD MORE POVNER THAN HE ACTUALLY DI D, RI GHT?

A I WAS TRYI NG TO HAVE -- PUT A PLACEHOLDER I N SO
THAT WE COULD DETERM NE VWHAT WAS GO NG ON.

Q | UNDERSTAND YOUR PLACEHOLDER ARGUMENT, BUT
THAT' S NOT VWHAT |' M TALKI NG ABQUT. WHAT |' M TALKI NG ABQUT | S:
YOU WERE TRYI NG TO HAVE THE PLYAMS BELI EVE THAT MR PARLATO
HAD MORE PONER THAN HE ACTUALLY DI D; RI GHT?

A I MEAN, AT THAT PO NT, | DID G VE MR PARLATO
THE AUTHORI TY TO DETERM NE WHAT WAS GO NG ON AND THAT ALL
MONI ES SHOULD BE RUN THROUGH HHM SO | DON' T KNOW HOW
THAT'S -- | DON T UNDERSTAND WHAT YOU MEAN BY CHARADING. [|'M
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SCORRY.

Q SO TH S E-MAIL WAS NOT ATTEMPTI NG TO DECEI VE
THE PLYAMS AS TO WHAT AUTHORI TY MR PARLATO HAD?

A MR PARLATO, AT THAT PO NT, DI D HAVE AUTHORI TY
TO TRY AND DETERM NE WHAT WAS GO NG ON.

Q THAT' S NOT MY QUESTI ON, PLEASE.

WERE YOQU TRYI NG TO DECEI VE THE PLYAMS | N

JANUARY 2008 AS TO THE ACTUAL AUTHORI TY THAT MR. PARLATO HAD?

A | DON T AGREE WTH YOUR TERM "DECEI VE'. |'M
SORRY. | T DOESN T -- THAT'S NOT WHAT I T'S LI KE FOR ME.
THAT' S NOT MY | NTENT.

Q LET'S TRY THIS AGAIN. WERE YOQU TRYI NG TO
DECEI VE THE PLYAMS | NTO BELI EVI NG THAT MR PARLATO HAD MORE
AUTHORI TY THAN HE DI D? YES, NO, OR YOU DON T KNOW PLEASE.

A I DON T AGREE WTH THE WAY YOU PHRASED THE
QUESTION, SO | CAN T AGREE OR DI SAGREE.

MR RILEY: MOVE TO STRI KE AS NONRESPONSI VE.

THE COURT:  SUSTAI NED.

Q BY MR RILEY: CAN YOU PLEASE ANSWER THE
QUESTI ON?
A CAN YOU -- CAN YOU ASK | T ONE MORE TI ME?
Q WERE YOU TRYI NG TO DECEI VE THE PLYAVS | NTO

BELI EVI NG THAT MR, PARLATO HAD MORE AUTHORI TY THAN HE ACTUALLY
D D?
A I WAS NEVER TRYI NG TO DECEI VE THE PLYAMS.
Q ALL RIGHT. LET'S GO AHEAD AND TAKE A LOCK AT
VWHAT' S BEEN PREVI OQUSLY MARKED AS EXHI BI T 607.
IS EXH BIT 607 AN E-MAIL FROM KRI STI N KEEFFE TO
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YOU DATED MARCH 4, 20087
A YES.
MR RILEY: MOE TO ADMT EXH BI T 607.
MR CROCKETT: OBJECTI ON, PRI VI LEGED.
THE COURT: ALL RIGHT. YOU WANT TO APPROACH THEN?

(WHEREUPON THE FOLLOW NG PROCEEDI NGS
VWERE HELD AT S| DEBAR:)

THE COURT: WE' VE GONE OVER THIS. | ADM TTED ONLY
PAGES TWO THROUGH FOUR OF THI S EXHI BI T.

MR RILEY: OF 6077

MR, CROCKETT: YES.

THE COURT: YES. THAT'S WHAT | HAVE.

MR CROCKETT: TH S WAS TURNED OVER W THOUT QOUR
PERM SSI ON BY THE CUSTQODI AN.

MR RILEY: WHAT | WANT IS TH'S E-MAI L Rl GHAT THERE
FROM KRI STI N KEEFFE DATED MARCH 4 TO CLARE BRONFMAN.

MR CROCKETT: SHE' S SENDI NG A LAWER A LETTER

MR RILEY: | T DCESN T MATTER

MR CROCKETT: M KE PONERS |S ONE OF THE GQUYS WHO
H RED ME, A LAWER FROM ALBANY.

THE COURT: WELL, DO YOU WANT THI' S PART OR DO YQU
WANT - -

MR RILEY: |IT S THE WHOLE THI NG SHE WAS SENT THI S
ENTI RE DOCUNMENT.

MR CROCKETT: OKAY. BUT IT S STILL TO THE LAWER.
YOU SAID YOU WANTED THI S.
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MR RILEY: NO NO NO HERE S WHAT HAPPENED.
KRI STIN KEEFFE WRI TES -- KRI STI N KEEFFE, WHO | S NOT AN
ATTORNEY - -

THE COURT: | KNOW

MR RILEY: -- WRITES AN ATTORNEY. THERE' S NO
PRI VI LEGE. THEN KRI STI N KEEFFE TAKES THI S AND FORWARDS THI S
TO CLARE. THERE'S NO PRI VI LEGE.

THE COURT: SHE COULD BE WORKI NG ON BEHALF OF THE
ATTORNEY.

MR, CROCKETT: YES.

MR RILEY: TH S IS DI RECT | MPEACHMENT.

MR CROCKETT: SHE IS MY CLI ENT' S PARALEGAL.

THE COURT: SHE' S A CLIENT. SUSTAI NED.

MR RILEY: HOLD ON. TH S IS D RECT | MPEACHMENT.

THE COURT: | T MAY BE DI RECT | MPEACHVENT, BUT IT'S
ATTORNEY- CLI ENT.

MR RILEY: WHERE' S THE PRI VI LECGE?

THE COURT: HE'S THE ATTORNEY. SHE' S WORKI NG FOR THE
ATTORNEY AND SHE'S THE CLI ENT.

MR RILEY: NO NO HE S THE ATTORNEY | N- HOUSE
REPRESENTI NG NXI VM

MR CROCKETT: NO. THAT'S NOI' TRUE. HE H RED ME.

THE COURT: NO. SUSTAI NED.

MR RILEY: HOLD ON, YOUR HONCR. CAN | HAVE A M NUTE?
THIS I'S AN | MPORTANT DOCUMENT.

THE COURT: | T MAY BE | MPORTANT, BUT I T'S STILL
ATTORNEY- CLI ENT. HE'S AN ATTORNEY.

MR RILEY: | T DOESN T MATTER I F YOU SEND A DOCUVENT
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TO AN ATTORNEY AND THEN YOU SEND I T QUT TO THE WORLD, THERE' S
NO PRI VI LEGE.

THE COURT: BUT THERE'S NO WORLD. SHE' S PART OF THE
CLI ENT.

MR RILEY: BECKY FREEMAN I SN T. SHE' S THE FI NANCI AL
ADVI SOR.

THE COURT: SHE'S -- AGAIN, YOU CAN HAVE ALL KI NDS OF
PEOPLE WHO WORK FOR YOUR OFFI CE AND THERE WOULD BE AN
ATTORNEY- CLI ENT PRI VI LEGE.

MR RILEY: WHEN YOU SEND A DOCUMENT TO A FI NANCI AL
ADVI SOR, THERE'S NO PRI VI LEGE. THE CASE HELD - -

THE COURT: NO.

MR CROCKETT: SHE WAS THE CUSTCDI AN OF RECORDS FOR
THE ATTORNEY COVMUNI CATI ONS.

THE COURT: NO. SUSTAI NED.

( WHEREUPON THE FOLLOW NG PROCEEDI NGS WERE
HELD | N OPEN COURT | N THE PRESENCE OF THE
JURY:)

Q BY MR RILEY: M5, BRONFMAN, HOW MANY
AGREEMENTS WERE ENTERED | NTO W TH MR PARLATO?

A THERE WAS THE AGREEMENT MAKI NG H M CEO. THERE
WAS A SEPARATE PONER OF ATTORNEY. THERE WAS A LOAN AGREEMENT,
AND AN AGREEMENT BETWEEN MR, PARLATO AND MY SI STER AND MYSELF.

Q WAS THERE AN AGREEMENT THAT WAS PREPARED TO
CREATE AN | LLUSI ON OF AUTHORI TY I N FRONT OF MR PLYAM?

A THERE WAS AN AGREEMENT THAT WAS BETWEEN -- |
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DON'T -- VELL, | DON T AGREE WTH YOUR "I LLUSI ON' TERM NOLOGY.
THERE WAS A PRI VATE AGREEMENT AND THEN THERE WAS AN AGREEMENT
THAT WAS MORE PUBLI C.

Q HAS KRI STI N KEEFFE REPRESENTED TO YOU THAT THE
FI RST AGREEMENT THAT WAS TO BE SHOMW TO THE PLYAMS WAS CREATED
TO G VE FRANK A CERTAIN I LLUSI ON OF AUTHORI TY I N FRONT OF
YURI ?

A SHE MAY HAVE REPRESENTED THAT TO ME, BUT |
DON' T AGREE W TH THAT. THERE WAS -- THERE WAS AN AGREEMENT
THAT WE HAD OF A PONER OF ATTORNEY, BUT THERE WAS A PRI VATE
AGREEMENT THAT | HAD W TH PARLATO THAT IT WAS A LIM TED POAER
OF ATTORNEY JUST PERTAI NI NG TO PRECI SI ON, NOT TO MY LI FE.

Q SO KRI STIN KEEFFE DID WRI TE AN E-MAI L --

MR, CROCKETT: OBJECTI ON.

MR RILEY: -- THAT YOU RECEI VED - -

MR CROCKETT: OBJECTION. TH S IS COVERED BY THE
S| DEBAR.

THE COURT: ALL RIGHT. SUSTAI NED. REPHRASE.

Q BY MR RILEY: SO KRI STI N KEEFFE TOOK THE
PCSI TI ON THAT THE FI RST AGREEMENT WAS AN AGREEMENT TO G VE AN
I LLUSI ON OF AUTHORI TY OVER THE PLYAMS; RI GHT?

A | CAN T TELL YOU WHAT PGCSI TI ON KRI STI N KEEFFE
TOOK. | CAN TELL YOU WHAT | RECALL FROM THE SI TUATI ON.
Q VELL, I'F YOU DON T RECALL, MS. BRONFMAN, TAKE A

LOOK AT EXH BI'T 607 PAGE ONE AND TELL ME | F THAT REFRESHES
YOUR RECOLLECTI ON.
MR CROCKETT: OBJECTION, PRI VILEGED. WE JUST HAD - -
THE COURT:  SUSTAI NED.  SUSTAI NED.




© 00 N o o b~ w N PP

NN RN NN N NN R R R R R R R R R R
w ~N o o0~ W N P O © 0O ~N O 0N~ W N B O

32

MR RILEY: TO REFRESH HER RECOLLECTI ON?

THE COURT: YES. COUNSEL, | NADM SSI BLE.

Q BY MR RILEY: DI D YQU ENTER | NTO TWO SEPARATE
AGREEMENTS THAT WERE THE, QUOTE, REAL AGREEMENTS BETWEEN YQU
AND MR, PARLATO?

A THERE WAS TWO AGREEMENTS. THERE WAS ONE
AGREEMENT THAT WAS POAER OF ATTORNEY AND THE OTHER AGREEMENT
JUST REALLY SPELLED OUT THE EXTENT OF THE PONER OF ATTORNEY.

Q ALL RIGHT. WELL, LET'S GO TO EXHI BI T 607-2.

NOW EXH BI' T 607-2 |I'S ENTI TLED " PROXY AND PONER
OF ATTORNEY". DO YOU SEE THAT?

A YES.

Q NOW THI'S IS THE AGREEMENT THAT WAS SHOMW TO
THE PLYAMS; RI GHT?

A [" M NOT SURE THAT THI S WAS, ACTUALLY.

Q VWELL, THIS IS THE ONE THAT -- WELL, EXH BIT
607 -- TAKE A LOOK AT EXH BIT 607-2 THROUGH 607-4 AND THEN
TAKE A LOOK AT 607-5 THROUGH -6 AND THEN EXHI BI T 607-7.

THERE' S THREE ACGREEMENTS THERE, CORRECT?

A YES. THERE' S ONLY ONE THAT | S SI GNED BY MY
SI STER, BUT THERE ARE THREE. AND | DON' T KNOW THAT THESE ARE
THE AGREEMENTS THAT WE USED.

MR RILEY: YOUR HONOR, IS EVERYTHI NG ON 607 | N EXCEPT
FOR THE FI RST PACE?

MR CROCKETT: PAGES TWO THROUGH FOUR.

THE COURT: PAGES TWO THROUGH FOUR.

MR RILEY: | MOVE THAT FI VE THROUGH SEVEN ALSO BE
ADM TTED | NTO EVI DENCE.
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MR CROCKETT: |I'M SORRY. DID THE W TNESS
AUTHENTI CATE THESE? OTHERW SE, OBJECTI ON, HEARSAY.

MR RILEY: WELL --

THE COURT: REPHRASE. LAY THE FOUNDATI ON AND
REPHRASE.

MR RILEY: COKAY.

Q WTHOUT GO NG INTOEXHBIT 1, EXHHBIT 1 --
EXCUSE ME -- PAGE ONE OF EXH BI'T 607 --

MR CROCKETT: OBJECTI ON, YOUR HONOR

THE COURT: ALL RIGHT. JUST START WTH 607-5 I F
THAT' S VWHAT YOU WANT.

MR RILEY: MAY WE APPRCACH, YOUR HONOR? |'M TRYI NG
TO DO TH S AS QUI CKLY AS PCSSI BLE.

THE COURT:  OKAY.

MR RILEY: | DON' T WANT TO - -

(WHEREUPON THE FOLLOW NG PROCEEDI NGS VERE
HELD AT S| DEBAR:)

THE COURT: | M SHEARD WHETHER OR NOT HE HAD TALKED
ABQUT 607.5 OR -5.

MR RILEY: WHAT "M SAYING IS THI' S E- MAI L | NCLUDES
THE THREE AGREEMENTS THAT ARE ATTACHED. HERE ARE THE
AGREEMENTS. THE FI RST WAS A PUBLI C AGREEMENT.

MR CROCKETT: THE COURT SHOULDN T LOOK AT THI S.

MR RILEY: THE COURT HAS TO LOOK TO READ.

THE COURT: | F | ALREADY SAID I T'S ATTORNEY- CLI ENT
PRI VI LEGE, IT'S QUT.
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MR CROCKETT: | OBJECT TO THE COURT EVEN LOCKI NG AT
IT. | HAVE TO
THE COURT: YES. | KNOW

MR RILEY: THE FIRST AGREEMENT IS THE PUBLI C ONE.

THE SECOND AND THI RD AGREEMENTS ARE THE PRI VATE AGREEMENTS.

THE COURT: SUSTAI NED. JUST ASK HER | F SHE SAW THAT

AGREEMENT.

MR RILEY: WHAT | WANT TO ASK | S | F PAGE ONE WAS SENT

TO YOU.

THE COURT: YOU CAN T REFER TO PAGE ONE. SO JUST ASK

| F SHE SAW 607-5, ET CETERA. THAT'S ALL. RIGHAT? YOU DON T

HAVE TO REFER TO THAT. OKAY.

( WHEREUPON THE FOLLOW NG PROCEEDI NGS WERE
HELD | N OPEN COURT | N THE PRESENCE OF THE
JURY:)

MR RILEY: FOR THE RECORD, YOUR HONOR, TWO THROUGH

FOUR OF 607 ARE I N, CORRECT.

THE COURT: YES.

> O >

Q

BY MR RILEY: WELL, LET'S START THERE.

AT TWO?

YEAH.  PAGE TWO

OKAY.

OKAY. TH' S PROXY AND PONER OF ATTORNEY WAS - -

TO YOUR KNOALEDGE WAS THE AGREEMENT THAT WAS SHOWED TO THE

PLYAMS WHEN PARLATO WRESTED CONTROL OF THE COWMPANY; CORRECT?

A

YOU KNOW HONESTLY, |I'M NOT' SURE. | DON T SEE
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MY SI GNATURE ON | T, AND I KNOW PARLATO SENT SOMVE AGREEMENTS
AND | REMEMBER WE SPENT SOMVETI ME GO NG OVER THEM SO | DON T
ACTUALLY KNOWIF THIS IS THE ONE. | KNOW THERE WAS AN
AGREEMENT, BUT | DON T KNOWIF THI S I S THE AGREEMENT.

Q WELL, HOW MANY AGREEMENTS WERE THERE?

MR CROCKETT: OBJECTI ON, ASKED AND ANSWERED.

THE COURT: OVERRULED.

THE WTNESS: THERE WAS -- LIKE | SAID, THERE WAS THE
AGREEMENT -- THE GENERAL PONER OF ATTORNEY AND THEN THERE WAS
THE PONER OF ATTORNEY AGREEMENT BETWEEN MR, PARLATO AND MYSELF
AND MY SI STER THAT REALLY DESCRI BED THE EXTENT OF THE POWER OF
ATTORNEY.

Q BY MR RILEY: OKAY. EXH BIT 607-2 READS | N
PART:

" SARA BRONFMAN, | NDI VI DUALLY AN UNDERSI GNED
MEMBER OF PRECI S| ON, HEREBY CONSTI TUTE AND APPO NT FRANK
PARLATO JR. AS MY TRUE AND LAWFUL ATTORNEY I N FACT, AN AGENT
FOR ME..."

AND I'T GOES ON TO SAY ALL RI GHTS ARE BEI NG
G VEN TO MR PARLATO, CORRECT?

A CORRECT.

Q AND ACCORDI NG TO THI S AGREEMENT, I T G VES HM
THE PONER TO MANAGE AND CONDUCT ALL YOUR AFFAI RS W TH REGARDS
TO THE COMPANY, OPEN, MAI NTAIN OR CLOSE BANK ACCOUNTS; CONDUCT
ANY BUSI NESS.

G VES HMA LOT OF PONER, DOESN T | T?

A YES. BUT LIKE | SAID, ONE, TH S DOESN T HAVE

MY NAME ON I'T AND, TWO, | DON T KNOWIF MY SI STER EVER SI GNED




© 00 N o o b~ w N PP

NN RN NN N NN R R R R R R R R R R
w ~N o o0~ W N P O © 0O ~N O 0N~ W N B O

36

THS. AND | DON'T KNOWIF I EVER SI GNED TH S.

Q VELL - -
A |' M NOT SAYI NG THERE WASN T AN AGREENMENT
BECAUSE THERE WAS. | JUST DON T KNONAND | DON T THI NK THI S
WAS THE ONE.
Q BUT YOU DO KNOW THAT ONE AGREEMENT WAS TO BE

SHOM TO THE PLYAMS; CORRECT?

A CORRECT.

Q AND ONE AGREEMENT WAS NOT SUPPOSED TO BE SHOWN
TO THE PLYAMS; CORRECT?

A CORRECT.

Q NOW LET'S GO TO SI X -- OH  WELL, ACTUALLY,
LET'S GO TO 607-5. TAKE A LOCK AT THAT. FIVE THROUGH SI X.
DO YOU SEE THAT DOCUMENT?

A YES, | DO

Q AND DCES THAT HAVE MR PARLATO S SI GNATURE ON
T TO YOUR KNOALEDGE?

MR, CROCKETT: OBJECTI ON, NO FOUNDATI ON.

THE COURT: OVERRULED.

THE WTNESS: VYES, IT DOES. | BELIEVE THAT'S H' S
SIGNATURE. | DON T KNOW
Q AND WAS THI S THE AGREEMENT VWHERE YOU WERE

G VING MR- PARLATO THE M LLI ON DOLLARS?

A AGAIN, | DON' T KNOW | KNOW HE SENT US SOMVE
AGREEMENTS AND | KNOW WE CHANGED A BUNCH OF THEM SO | DON T
KNOW THAT THIS I S THE ACTUAL DOCUMENT WE S| GNED. | T MAY HAVE
BEEN. |I"MSURE I T HAD SOME OF TH'S STUFF IN IT, BUT | DON T
KNOW THAT THI S WAS THE EXACT ONE.
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Q VELL, LET'S GO TO THE LANGUAGE ON THE M LLI ON
DOLLARS. | S THAT THE LANGUAGE THAT YOU AGREED TO FOR THE
M LLI ON DOLLARS?

A | DON T BELIEVE | T WAS.

Q VELL, WHAT WAS THE LANGUAGE AS TO THE M LLI ON
DOLLARS?

A THAT WE HAD AGREED TO LOAN HM A M LLI ON

DOLLARS THAT HE WOULD PAY BACK TO US AT SOVE PO NT I N THE

FUTURE.
Q WHERE IS THAT AGREEMENT?
A | DON T KNOW
Q WELL, YOU VE SEEN | T RECENTLY, HAVEN T YQU?
A NO, | HAVEN T.
Q VELL, DIDN' T YOU ON FRI DAY OF LAST WEEK FI LE A

CLAI M AGAI NST MR. PARLATO FOR THE M LLI ON DOLLARS?

A I'T WASN T ON FRI DAY LAST WEEK, BUT AT SOMVE
PONT, | DD FILE A CLAIM AS A PLACEHOLDER FOR -- TO MAI NTAI N
OUR RI GHTS BECAUSE THE STATUTE OF LI M TATI ONS WAS RUNNI NG QUT.

Q SO WHEN WAS | T SPECI FI CALLY THAT A CLAI M WAS
FI LED AGAI NST MR PARLATO REGARDI NG THI' S M LLI ON DOLLARS?

A | DON T RECALL THE SPECI FI C DATE, BUT I T WAS
WTH N THE LAST TWO WEEKS. | T WAS BEFORE THE STATUTE OF
LI M TATI ONS WAS TO RUN QUT.

Q AND SO | ASSUME YOQU LOCKED AT THE CLAI M THAT
WAS BEI NG MADE AGAI NST MR, PARLATO BEFORE YOU AUTHORIZED I T TO
BE FI LED, RI GHT?

A | DDN T LOOK AT THE AGREEMENT BUT | DI D
AUTHORI ZE THE CLAI M | TSELF.
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Q SO YOU DIDN' T LOOK AT THE AGREEMENT AT ALL?

A AT THAT TIME, NO. WE HAVEN T ACTUALLY FI LED
THE LAWBUI T. |IT HASN T BEEN SERVED. WE JUST PUT A
PLACEHOLDER | N TO MAI NTAIN OQUR RI GHTS.

Q WHAT' S A PLACEHOLDER?

A A PLACEHOLDER IS, IT'S -- IT'S LIKE IF YQU --
I TS SOVETH NG THAT YOU BRI NG FORTH, AND I T'S NOI' A DETERM NED
ACTION, BUT IT"'S SOVETH NG THAT YOU BRI NG FORTH TO SAVE, AND
POSSI BLY YOU LL BRING ACTION ON I T, PGOSSI BLY YOU WON' T, BUT I T
AT LEAST SAVES THE PCSSI BILITY TO

Q SO MR PARLATO WAS A PLACEHOLDER FOR YQU I N LGS
ANGELES; RI GHT?

A I DON' T TH NK MR PARLATO WAS A PLACEHOLDER.
NO, | WOULDN T CONSI DER A PERSON A PLACEHOLDER PER SE.

Q VWELL, DIDN' T YOU SAY HE WAS A PLACEHOLDER HERE
IN LOS ANCGELES THAT' S WHY YOU SENT H M OQUT HERE?

A NO. | SAID | SENT THAT E-MAIL AS A
PLACEHOLDER.
Q NOW WAS YOUR AGREEMENT TO COMPENSATE

MR, PARLATO BASED ON PROVI DI NG HM 33 AND A THI RD PERCENT OF
THE PROFI T OF PRECI SI ON AND CAM?

A NO. THAT'S VHY | SAID | DON T TH NK WE EVER
SI GNED THI S AGREEMENT.

Q SO YOU DDDN' T AGREE TO G VE HM A TH RD OF THE
PROFI T?

A FROM MY RECOLLECTI ON, NO.

Q VELL, WAS THE MONI ES THAT YOU GAVE H M AN

ADVANCE DRAW AGAI NST COVPENSATI ON?




© 00 N o o b~ w N PP

NN RN NN N NN R R R R R R R R R R
w ~N o o0~ W N P O © 0O ~N O 0N~ W N B O

39

A VWELL, I THI NK I F HE HAD HAVE HANDED IN HI S
PAYCHECKS, WE WOULD HAVE TAKEN | T OFF AGAI NST THE M LLI ON
DOLLARS BECAUSE THEN OBVI QUSLY | T COMES AGAI NST THE LQAN, BUT
HE NEVER DI D THAT. SO. ..

Q SO THE M LLI ON WAS AN ADVANCE OR WASN' T AN
ADVANCE?

A THE M LLION WAS A LOAN. AND I F HE WANTED TO
USE H S PAYCHECKS AGAI NST THE LOAN, WE WOULD HAVE BEEN FI NE
W TH THAT.

Q NOW LET"S TURN TO PAGE SEVEN OF EXH BI T 607.
THIS IS THE REAL AGREEMENT W TH MR, PARLATGO CORRECT?

A YES. | BELIEVE TH S WAS THE CEO AGREEMENT,
PRESENT AGREEMENT.

MR RILEY: MOVE TO ADM T 607-7.

MR, CROCKETT: NO OBJECTI O\

THE COURT: ALL RI GHT.

(EXH BIT 607-7 WAS ADM TTED | NTO EVI DENCE. )

Q BY MR RILEY: WHOSE SI GNATURES APPEAR AT THE
BOTTOM OF 607-77

A MY SI STER S AND THAT COULD BE FRANK - -

MR PARLATO S, BUT |I'M NOT SURE.

Q NOW LET'S CALL UP THE ACTUAL TERMS OF THI S
AGREEMENT. AND PART OF THI S AGREEMENT | S THAT MR PARLATO
W LL KEEP THE OMNERS APPRI SED AND W LL SEEK TO OBTAI N THE
OMERS' PRI OR APPROVAL BEFORE TAKI NG SUCH ACTI ONS. THAT WAS
PART OF THE REAL AGREEMENT; RI GHT?
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A THAT WAS PART OF THE AGREEMENT.

Q VWELL, TH S AGREEMENT WASN' T SHOWN TO THE
PLYAMS, WAS | T?

A | DON T BELI EVE SO

Q SO WHAT THE PLYAMS HAD WAS THE E- MAI L FROM
REBECCA FREEMAN; RI GHT?

A CORRECT.

Q VWH CH WAS G VI NG VR PARLATO AUTHORI TY OVER ALL
YOUR REAL ESTATE PROJECTS NATI ONALLY AND | NTERNATI ONALLY;
Rl GHT?

A CORRECT.

Q AND THEY WERE SHOWN SOMVE OTHER TYPE OF
AGREEMENT WHI CH YOU, SITTING RI GHT HERE, CAN T RECALL; RI GHT?

A CORRECT.

Q AND THEN TH S AGREEMENT WAS W THHELD FROM THEM
Rl GHT?

A "M NOT SURE F THIS ONE WAS W THHELD FROM

THEM BUT IF THEY HAVEN T SEEN IT, THEY HAVEN T SEEN I T. |
CAN T SPEAK ON BEHALF OF THEM

Q WHOSE PLAN WAS THI' S TO G VE TH S APPARENT OR
I LLUSI ON OF AUTHORI TY OVER THE PLYAMS?

A VELL, | TH NK SARA AND | PROBABLY DETERM NED IT
BECAUSE | T MADE SENSE.

Q AND | ASSUME YOU CONSULTED W TH MR, RANI ERE,
THE -- ONE OF THE WORLD S BEST PROBLEM SOLVERS; RI GHT?

A "M NOT' SURE | F WE ACTUALLY DID ON THI S.
Q AND THE PLAN WORKED, DIDN' T I T?
A "M NOT SURE WHAT YOU MEAN BY THAT.
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Q VELL, MR PARLATO, BASED ON EVERYTH NG THAT
HAPPENED, WAS ABLE TO GET MR PLYAM TO SI GN OVER CONTROL OF
THE COVPANY AND MANAGEMENT OF THE COVPANY TO MR, PARLATO
WTH N A FEW DAYS OF SHON NG UP I N LOS ANGELES; RI GHT?

A | DON T AGREE W TH HOW YOU PHRASED THE
QUESTION. | DON' T KNONVWHY MR PLYAM -- | AM NOT IN H S HEAD.
| DON T KNOW WHY HE CHOSE TO SI GN THE AGREEMENT. BUT
MR PARLATO S JOB WAS TO COVE HERE AND SECURE OUR ASSETS AND
DETERM NE VWHAT HAD HAPPENED AND WHAT WAS HAPPENI NG AND |
BELI EVE HE DI D THAT.

Q WELL, WHOSE IDEA -- LET'S GO TO EXH BI T 618,

VH CH IS ALREADY | N EVI DENCE.

THS IS VR PLYAMS E-MAIL TO MR RANI ERE DATED
FEBRUARY 1ST, 2008. AND SO My QUESTION TO YQU I S:  WHOSE | DEA
WAS | T THAT -- ALL RI GHT.

WHOSE | DEA WAS | T THAT MR PARLATO WOULD COVE
OUT AND SAY THAT HE WORKED FOR YOUR FATHER, EDGAR BRONFMAN?

A I DON' T TH NK THAT WAS ANYONE' S | DEA.
Q IT WASN T PART OF THI S | LLUSI ON OF AUTHORI TY?
A I T WAS NEVER ANYTHI NG THAT | AGREED TO OR SPCKE

ABQUT, ORI DON T EVEN KNOW I F I T REALLY HAPPENED. | T COULD
HAVE JUST BEEN MADE UP. | DON' T KNOW | HAVE NO DATA TO
SUBSTANTI ATE ElI THER WAY OTHER THAN WHAT MR. PLYAM I S VWRI TI NG
HERE.

Q WHOSE | DEA WAS | T FOR MR, PARLATO TO DEMAND
THAT THE PLYAMS TURN OVER THEI R PERSONAL RESI DENCE TO CGET
AMNESTY?

A I HAVE NO I DEA. | ASSUME MR PARLATO CREATED
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IT IF IT I'S EVEN TRUE THAT HE | NDEED DI D THAT.
Q WELL, LET'S TURN TO PAGE TWD OF EXHI BI T 618.
ALL RIGHT. LOOKING AT THE LINE, WHICH | AM
H GHLI GHTI NG HERE.
( READI NG )
"ON THE | NTERNET HE 1S KNOAN AS THE Bl GGEST
PREDATORY REALTOR | N BUFFALO WHO |'S RI PPI NG OFF POCR
PECPLE AND HUD. "
DO YOU KNOW | F THAT |'S TRUE ABOUT THI S PERSON
THAT YOU SENT OUT?

A NO, | DON T.
Q D D THAT MATTER TO YQU?
A | DON T KNOW HOW TO ANSVEER THAT QUESTI ON. OF

COURSE I'T WOULD MATTER TO ME THE TYPE OF PERSON SOVEBQODY | S
THAT | AM PUTTING IN A PCSI TION OF AUTHORITY, BUT | DIDN T
KNOWTH'S, AND I DON T EVEN KNOWIF THI S I S TRUE.

Q VELL, DI D YOU DO ANY RESEARCH TO DETERM NE
VWHETHER I T WAS?

A " VE NEVER SEEN THS E-MAIL BEFORE. THI S IS
THE FIRST |'M HEARING OF THIS. MR PARLATO WAS REFERRED TO ME
BY A GOOD- STANDI NG ATTORNEY.

Q VWELL, TH S DOCUMENT APPEARS TO HAVE BEEN SENT
TO MR RANIERE. DID MR RAN ERE, YOUR BEST FRI END, SHARE TH S

WTH YOU?
A NO.
Q VWELL, WHOSE | DEA WAS I T TO THREATEN THE PLYAMS

THAT THEY WERE GO NG TO JAI L?
MR CROCKETT: OBJECTION. |IT S JUST ARGUVMENTATI VE.
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SHE' S NEVER SEEN THI S DOCUMENT. ASSUMES FACTS NOT | N
EVI DENCE.

THE COURT: OVERRULED. THE W TNESS CAN ANSVER.

THE WTNESS: | HAVE NO IDEA. | DON T EVEN KNOW I F
TH S 1'S WHAT HAPPENED.

Q BY MR RILEY: NOW VWHOSE IDEA WAS I T TO
REFERENCE STEVE HERBI TS AS G VI NG SOMVE TYPE OF AUTHORI TY OVER
THE PLYAMS?

MR, CROCKETT: OBJECTI ON, NO FOUNDATI ON,
ARGUMENTATIVE. THIS IS JUST YURI PLYAM MAKI NG STUFF UP, YOUR
HONCOR.

THE COURT: WAIT A M NUTE.

MR RILEY: OBJECTI ON.

THE COURT: JUST RAISE THE OBJECTI ON. SO OVERRULED.

GO ON.  YOQU MAY ANSVEER.

THE WTNESS: AGAIN, | DON T KNOWAND | DON T EVEN
KNOWIF I T'S TRUE.

Q BY MR RILEY: WHOSE |IDEA WAS I T TO REFERENCE
THAT NANCY HAS BEEN M SAPPROPRI ATI NG A LOT OF THE G RLS MONEY
AND I NVESTING I T I N HER OAWN PROPERTI ES?

MR, CROCKETT: SAME OBJECTI O\

THE COURT: OVERRULED. YOQU NMAY ANSVEER.

MR CROCKETT: YOUR HONOR, MAY | HAVE A STANDI NG
OBJECTI ON W TH RESPECT TO THI S EXHI BI T?

THE COURT: YES.

MR CROCKETT: THANK YOU, YOUR HONOR

THE WTNESS: AGAIN, | DON T KNONWAND I DON T TH NK
THAT THIS IS TRUE.
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Q BY MR RILEY: SO THE PERSON, MR PARLATO WHO
YOU ARE NOW SUI NG AND FI RED FOR STEALI NG YQOU DON T BELI EVE HE
SAI D THESE THI NGS?

MR CROCKETT: OBJECTI ON, | MPROPERLY M SCHARACTERI ZI NG
VWHAT THI S W TNESS HAS TESTI FI ED TO

THE COURT: SUSTAI NED. REPHRASE.

Q BY MR CROCKETT: DID YOU FIRE MR PARLATO FOR
STEALI NG?
A NO. | FIRED MR PARLATO BECAUSE HE WASN T

G VING ME THE REPCORTS THAT | REQUESTED.

Q THEN VWHY DI D YOU H RE AN ATTORNEY TO GO AFTER
H MIN LCS ANGELES FOR CRI M NAL ACTI ONS?

A | DDN' T H RE AN ATTORNEY. KRI STI N MAY HAVE
SPOKEN W TH AN ATTORNEY ABOUT | T, BUT THAT WAS NOT TO MY
KNOALEDGE AND THAT MAY HAVE BEEN AFTER THE FACT.

Q SO Ms. KEEFFE DCES THESE THI NGS, HI RES
ATTORNEYS TO GO AFTER PECOPLE CRI M NALLY, W THOUT YOUR
KNOW.EDGE?

A M5. KEEFFE SPEAKS W TH ATTORNEYS CONSTANTLY AND
BRAI NSTORVS W TH THEM AND THEN BRI NGS THI NGS TO Mg, AND
SOMETIMES | FOLLOW UP WTH THEM SOMVETI MES | DON T, AND
SOMETI MES THEY DON' T EVEN GET TO ME.

Q IN TH'S CASE, YOU HI RED THAT ATTORNEY, DIDN T
YOU?

A YES, | DID H RE THAT ATTORNEY.

Q TO GO AFTER MR PARLATO FOR CRI M NAL ACTI ONS;
Rl GHT?

A ACTUALLY, NO. TO LOCK I NTO CRI' M NAL ACTI ONS ON
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THE PLYAMS.
Q NO.  |'M TALKI NG ABQUT MR PARLATO.
A BUT | DDN T HRE HHM TO GO AFTER CRI M NAL - -

ANYTHI NG CRIM NAL TO DO W TH PARLATO. WE' VE NEVER FI LED
ANYTHI NG AGAI NST PARLATO CRI M NALLY.
Q WELL, LET'S GO BACK TO THE E- MAI L THEN WHERE W\E
LEFT OFF LAST WEEK, WHICH IS EXH BI T 643.
THE COURT: ACTUALLY, VWHY DON'T WE DO THI'S. WHY DON T
VE TAKE OUR MORNI NG RECESS NOW
LADI ES AND GENTLEMEN, AGAI N, DON' T TALK ABOUT
THE CASE AMONGST YOURSELVES OR OTHERS, FORM ANY OPI NI ONS ABOUT
THE CASE.
COVE BACK AT ABQUT FI VE AFTER 11:00. MEET
QUTSI DE THE COURTROOM AND WE' LL SEE YOU THEN.
YOU MAY STEP DOWN.
THE WTNESS: THANK YQU.

(A RECESS WAS TAKEN AT THI' S TI ME.)

( WHEREUPON THE FOLLOW NG PROCEEDI NGS WERE
HELD | N OPEN COURT | N THE PRESENCE OF THE
JURY:)

THE COURT: ALL RIGHT. WELCOVE BACK.
THE JURORS AND ALTERNATES ARE PRESENT. COUNSEL
ARE PRESENT. THE PARTI ES ARE PRESENT.
M5. BRONFMAN, YOU RE STILL UNDER OATH,
UNDERSTAND?
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THE W TNESS: YES.

THE COURT: MR RILEY, YOU MAY CONTI NUE WTH YOUR
CRGCSS.

MR RILEY: THANK YOQU, YOUR HONOR

CROSS- EXAM NATI ON ( CONT' D)

BY MR RILEY:

Q OKAY. BEFORE THE BREAK, WEE WERE TALKI NG ABOUT
EXH BI T 643, WHI CH | HAVE PAGE ONE OF EXHI BI T 643 UP THERE,
AND THI S WAS AN E- MAIL TO YOU, CORRECT?

A CORRECT.

Q AND THI S WAS AN E-MAIL TO YOU FROM M5. KRI STI N
KEEFFE; Rl GHT?

A CORRECT.

Q NOW I N THI'S YOU ARE BEI NG ASKED TO SI GN A
RETAI NER AGREEMENT W TH AN ATTORNEY; Rl GHT?

A CORRECT.

Q AND TO -- HE' S BEI NG RETAI NED TO HELP W TH
PARLATO CRI M NAL ACTI ONS | N LOS ANGELES; RI GHT?

A | DON' T THI NK THAT' S WHAT HAPPENED. | THI NK
THAT' S WHAT KRI STIN WROTE HERE. BUT KRI STI N ALWAYS SPOKE W TH
OUR ATTORNEYS ABOUT MANY | DEAS, PRESENTED THEM BUT DI DN T
MEAN | ALWAYS AGREED W TH THEM AND WE ACTUALLY DIDN T MOVE
ANYWHERE W TH PARLATO CRI M NAL ACTI ONS. THAT NEVER HAPPENED.

Q VELL, DD YOQU SIGN TH S RETAI NER W TH JOHN
BARTOLOVEI ?
A I THHNK I HAD A --

MR CROCKETT: OBJECTION, | TH NK THAT' S PRI VI LEGED,
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YOUR HONOR.

THE COURT: OVERRULED.

THE WTNESS: | THINK | MAY HAVE HAD A RETAI NER W TH
VR, BARTOLOVEI .

Q BY MR RILEY: NOW--
A BUT IT WASN T FOR PARLATO.
Q NOW | T ALSO TALKS ABOUT HERE COORDI NATI NG AND

SUPERVI SI NG BYRON GEORG QU, AN ATTORNEY RETAI NED BY NXIVM TO
PRESENT THE ROSS CHARI TABLE VI OLATI ON CASE TO JERRY BROWN,
ATTORNEY CGENERAL OF CALI FORNI A.
DD YOU HRE TH S ATTORNEY TO ALSO SUPERVI SE

NXI VM RETAI NED ATTORNEYS?

A | BELIEVE SO | DON T TH NK THAT EVER
HAPPENED, THOUGH.

Q WHAT |'S THE ROSS CHARI TABLE VI OLATI ONS CASE
THAT WAS GO NG TO BE PRESENTED TO JERRY BROWN, THE ATTORNEY
GENERAL?

MR, CROCKETT: OBJECTI ON, | RRELEVANT.

THE COURT:  SUSTAI NED.

Q BY MR RILEY: NOW DOMW TOMRDS THE BOTTOM OF
EXH BIT 643, |I'T TALKS ABOUT HANDEL AND GEORG OU HANDLI NG OUR
CASE AGAI NST JOHN HOCHVAN | N CALI FORNI A.

WHO S JOHN HOCHVAN?

MR, CROCKETT: OBJECTI ON, | RRELEVANT.

THE COURT:  SUSTAI NED.

Q BY MR RILEY: WELL, IS JOHN HOCHVAN A UCLA
PROFESSOR - -

MR, CROCKETT: OBJECTI ON, | RRELEVANT.
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THE COURT: SUSTAI NED. COUNSEL, MOVE ON.
Q BY MR RILEY: WERE YOU RETAI NI NG -- STRI KE
THAT.
VWERE YOQU PAYI NG FOR THE NXI VM ATTORNEYS TO
DEFEND THEI R NAME?
A NO.
MR CROCKETT: OBJECT -- NOTH NG
THE COURT: YOU MAY ANSWER
Q BY MR RILEY: AND DD MR HOCHVAN WRI TE AN
ARTI CLE AGAI NST NXI VM?
MR, CROCKETT: OBJECTI ON, | RRELEVANT.
THE COURT:  SUSTAI NED.
Q BY MR RILEY: HOW MANY DI FFERENT LI TI GATI ONS
HAVE YOU BEEN | NVOLVED I N -- ACTUALLY, I|'LL W THDRAW THAT
QUESTI ON FOR NOW
ALL RIGHAT. WHEN WE GOT' ON TO THI S DOCUMENT, WE
VERE TALKI NG ABOUT EXHI BIT 618. SO LET'S GO BACK THERE. AND
THS 1S -- AGAIN, 618 IS VR PLYAM S E-MAIL TO MR RAN ERE,
FEBRUARY 1ST, 2008.
IN HERE I T SAYS THAT -- TOWARDS THE BOTTOM
THERE | T READS THAT:
"HE SAI D THAT NANCY SOLD QUT HER SHARE I N THE
PARTNERSHI P FOR $3 M LLI ON, BUT HE IS TAKI NG FOUR AND
A HALF M LLI ON DOLLARS OF PROPERTY FROM HER. SO SHE' S
BEHIND A M LLION AND A HALF. "
WHOSE I DEA WAS | T TO HAVE MR. PARLATO REPRESENT
THAT M5. SALZMAN HAD SOLD HER SHARE FCOR $3 M LLI ON?
A | DON T KNOW AND | DON' T KNOWIF MR PARLATO
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DI D REPRESENT THAT. THIS IS THE FIRST I'M SEEING I T, SO |
DON' T KNOW THAT I T'S TRUE.

Q SO YOU NEVER HEARD THAT AT ALL?
A NO.
Q VHOSE | DEA WAS | T TO DANGLE THE $400, 000

PAYMENT, WHI CH WAS GO NG TO BE PAID TO THE EMPLOYEES, OVER THE
PLYAMS' HEAD TO CGET THEM TO SI GN THE DOCUMENTS THAT PARLATO

HANDED THEM?

A I DON T KNOW THAT THAT' S A CORRECT STATEMENT,
SOI -- | DON T KNOWIF THAT EVER HAPPENED.

Q VELL, THE PLYAMS WERE NEVER G VEN THE $400, 000

TO PAY THEI R EMPLOYEES, WERE THEY?

A NO.

Q IN FACT, MRS. PLYAM HAD TO PUT HER OAN MONEY | N
TO PAY EMPLOYEES, DI DN T SHE?

A | DON T KNOW THAT. | DO KNOW THAT WE WERE LEFT
W TH M LLI ONS- OF- DOLLARS WORTH OF | NVO CES THAT WE HAD TO PAY
FOR THE EMPLOYEES, VWH CH WE MADE SURE WE DI D AND WE COVERED.

MR RILEY: MOVE TO STRI KE AS NONRESPONSI VE.

THE COURT:  SUSTAI NED.

Q BY MR R LEY: NOW DI D YOU KNOW THAT MS. PLYAM
PUT I N HER OAN MONEY | N JANUARY OF 2008 TO PAY EMPLOYEES?

A I DON T KNOW THAT FOR CERTAI N.

Q VWELL, HAVE YOU EVER LOCKED AT THE FI NANCI AL
RECORDS I N THI S CASE?

A I HAVE LOOKED AT WHAT THE ADVI SORS HAVE TOLD ME
OR | HAVE SPOKEN W TH My ATTORNEY ABOUT THAT.

Q VELL, HAVE YOU PERSONALLY GONE THROUGH THE BANK
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RECORDS AT ALL?

A NO, | HAVEN T. THERE' S EXTENSI VE BANK RECORDS,
AND IT'S -- THE WAY THAT IT'S -- THE WAY THAT I T'S ALL BEI NG
MADE SO CONFUSI NG AND ALL COW NGLED, | T TAKES AN EXPERT TO
LOOK AT I T ALL.

Q SO WHO IS YOUR ADVI SOR THAT | S FEEDI NG YOU THE
I NFORVATI ON THAT YOU HAVE REGARDI NG THE FI NANCI ALS?

A BARBARA GOTTLI EB THROUGH MR, CROCKETT.

Q BARBARA GOTTLIEB I'S YOUR H RED EXPERT FOR THI S
TRI AL; CORRECT?

A CORRECT.

Q SO SHE IS THE ONE THAT |'S FUNNELI NG THE
POSI TI ON TO YOU REGARDI NG THE FI NANCI ALS?

A WELL, SHE' S SPEAKI NG TO MR CROCKETT ABQUT I T.

Q WHO AT NXI VM OR THAT IS ASSCOCI ATED W TH NXI VM
'S G VING YOU | NFORVATI ON REGARDI NG THE FI NANCI ALS OF

PRECI SI ON?

A I HAVE NO | DEA WHAT YOU RE TALKI NG ABOUT. [|'M
SORRY.

Q WELL, OBVIQUSLY, THE PLYAMS WROTE CHECKS AND

PURCHASED PROPERTI ES FOR THE BUSI NESS; CORRECT?

A | T APPEARS SO, YES.

Q AND YOU KNEW THE NAMES OF ALL THOSE PROPERTI ES
BEFORE JANUARY 2008, DIDN T YQU?

A | DON' T THINK | WOULD RECALL THEM OFFHAND | F
YOU ASKED ME TO STATE THEM IN A LI ST.

Q VELL, I DON T WANT YOU TO NAVE THEM BECAUSE |
PROBABLY COULDN T DO THAT, BUT WHAT I'M ASKING IS: DI D YQU
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KNOW ALL THE PROPERTI ES THAT HAD BEEN PURCHASED BEFCRE JANUARY
20087?

A | DON T KNOW THAT | KNEW ALL OF THE DETAI LS
ABOQUT THEM BUT | KNEW THAT THEY WERE PURCHASED, HAD BEEN
PURCHASED.

Q SO YOU KNEW THAT THERE HAD BEEN ALL THE LOTS,
I NCLUDI NG THE CONDO DEVELOPMENT; CORRECT?

A YEAH. | WOULDN T SAY | -- IN 2008, | WOULDN T
SAY | COULD HAVE NAMED OFF EVERY SI NGLE PROPERTY TO YQU.

Q " M NOT ASKI NG ANY QUESTI ONS ABOUT NAM NG
PROPERTI ES.

A OKAY.

Q " M JUST TALKI NG AS THE PROPERTI ES WERE BEI NG

PURCHASED BY THE PLYAMS, THEY WERE SENDI NG REPORTS BACK TO
YOUR PEOPLE, HEY -- SOVETHI NG TO THE EFFECT, "HEY, WE CLOSED
ON TH S PROPERTY"; RI GHT?

A | BELIEVE SO | D DN T SEE ALL OF THE REPORTS.
THEY WERE SENT TO BARBARA BOUCHEY, WHO WAS OUR FI NANCI AL

PLANNER.
Q D D YOU EVER GO BACK AND LOCK AT THOSE REPORTS?
A NOT THAT | RECALL, NO.
Q VWELL, WE LOCKED AT FRI DAY AT AN E-MVAIL FROM MR

RANI ERE TO MR PLYAM THAT | DENTI FI ED ALL THE PROPERTI ES AND
SOME FI NANCI AL PRQIECTI ONS; RI GHT?

A YES. | BELI EVE THAT WAS ACTUALLY FROM

MR, PLYAM
Q AND THAT WAS EARLY ON IN THE GAME, WASN T | T?
A | DON T RECALL. [|'M SORRY.




© 00 N o o b~ w N PP

NN RN NN N NN R R R R R R R R R R
w ~N o o0~ W N P O © 0O ~N O 0N~ W N B O

52

Q VELL, IS IT FAIR TO SAY THAT YOU KNEW ABOUT ALL
THE PROPERTI ES THAT HAD BEEN PURCHASED. KNEW WHI CH ONES HAD
BEEN PURCHASED?

A AT THE TIME, | DIDNT -- IT WASN T -- | WASN T
AWARE OF WHEN THE PLYAMS WOULD BUY A PROPERTY. THEY WOULDN T

TELL ME, "OH, | BOUGHT TH S PROPERTY." | DIDN T KNOW THAT

| NFORVATION. | DIDN T KNOW THE | NVESTMENT DETAI LS.
Q BUT YOU KNEW THAT YOUR PECPLE KNEW THAT; RI GHT?
A | ASSUMED THAT WHAT MR. PLYAM WAS SENDI NG THEM

WAS ACCURATE.

Q AND YOU KNEW THAT MR RANI ERE KNEW VWH CH
PROPERTI ES WERE PURCHASED;, RI GHT?

A I KNEW THAT MR PLYAM AND MR. RANI ERE SPCKE,
BUT | DIDN T KNOW THE EXTENT OF WHAT YURI WAS -- OR MR PLYAM
WAS SENDI NG TO MR. RANI ERE BECAUSE, AGAIN, | DI DN T REALLY
SPEAK TO MR RANI ERE MUCH ABOUT THI S | NVESTMENT.

Q VWELL, DIDN' T YOU TELL US THAT YOU SPEAK TO H M
AT LEAST ONCE A DAY?

A SOMETI MES, YES.
Q SOMETI MES MULTI PLE TI MES A DAY?
A I HAVE MANY | NVESTMENTS THAT |'M A PASSI VE

I NVESTOR IN, AND I DON T SPEAK TO H M ABOUT THOSE THI NGS.

Q BUT HE WAS DI RECTLY | NVOLVED I N THI S?

A NO, HE WASN T.

Q SO MR RANI ERE HAD NO | NVOLVEMENT IN THI S AT
ALL?

A NO, HE WAS | NVOLVED TO THE EXTENT THAT HE PUT

US TOGETHER, BUT HE WASN T REALLY | NVOLVED I N THE RUNNI NGS. |
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THINK HE -- THERE WAS CERTAI N ADVI CE THAT | THI NK HE WAS
G VING TO YURI AND MENTORI NG YURI, BUT | DON T KNOW

Q NOW ON FRI DAY, | THOUGHT YOU SAID I T WAS
M5. BOUCHEY THAT PUT YOU GQUYS TOGETHER?

A VELL, Ms. BOUCHEY | NTRODUCED MR, RANI ERE TO THE
PLYANMS.

Q NOW CETTI NG BACK TO THE $400, 000, DI D YOU HAVE
ANY | DEA THAT MR PARLATO WAS PROM SI NG THE PLYAMS THAT I F
THEY SI GNED THI S AGREEMENT, THE MONEY WOULD COVE | NTO THE BANK
ACCOUNT?

A NO. AND | DON T KNOW THAT THAT IS TRUE. |
WOULD ASSUME | F I T WAS TRUE, THEY WOULD HAVE PUT IT IN THE
AGREEMENT.

Q NOW WHOSE | DEA WAS | T TO MEET IN A BAR AT 2: 00
O CLCCK | N THE MORNI NG?

A I HAVE NO | DEA.

Q TH'S ALL WAS A PLAN TO WREST CONTROL OF THE
COMPANY, WASN' T | T?

A | DON T AGREE W TH YOUR STATEMENT. THERE
WAS -- ONCE WE FOUND QUT THAT THERE WERE PROBLEMS W TH THE
PROPERTI ES, THE NUMBER ONE PRI ORI TY WAS TO SECURE THE ASSETS.

Q VWELL, BACK I N LATE 2007, WERE THERE CONCERNS
ABOQUT THE $65 M LLI ON THAT HAD BEEN LOST I N THE COVMODI TI ES
MARKET?

A NO | DONT THHNK -- | MEAN, IT'S A DI FFI CULT
QUESTION. OF COURSE, THERE' S ALWAYS CONCERNS WHEN YQU LGOSE
THAT MUCH MONEY, BUT | DON T THI NK WE EVER SPOKE ABQUT I T
SPECI FI CALLY I N THE END OF DECEMBER. | MEAN, | --
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Q VELL, WERE YOU AND YOUR TRUSTEES AND YOUR
FI NANCI AL ADVI SORS TALKI NG ABOQUT GETTI NG MR -- Ms. SALZVAN OR
MR, RANI ERE TO S| GN LOAN DOCUMENTS AUTHENTI CATI NG THE FACT
THAT THEY BORROVWED $65 M LLI ON?

MR CROCKETT: OBJECTI ON, | RRELEVANT.

THE COURT: WHY DON' T YOU APPROACH.

(WHEREUPON THE FOLLOW NG PROCEEDI NGS VERE
HELD AT S| DEBAR:)

MR RILEY: My PCSITION I N OPENI NG STATEMENT - -
THE COURT: | KNOW | KNOW
LOOK, | JUST DON T WANT TO GET TOO FAR AFI ELD.
| UNDERSTAND YOUR POSI TI ON THESE ARE SOVEHOW Tl ED TOGETHER.
BUT A LOT OF THAT -- JUST DON T GO TOO FAR WTH TH S W THOUT
FURTHER EVI DENCE.

(WHEREUPON THE FOLLOW NG PROCEEDI NGS VERE
HELD | N OPEN COURT I N THE PRESENCE OF
THE JURY:)

THE COURT: OVERRULED. YOQU NMAY ANSVEER.

THE WTNESS: CAN YOU REASK THE QUESTI ON? SORRY.

MR RILEY: | FORGOT IT. YOUR HONOR, COULD WE HAVE
THE COURT REPORTER READ | T BACK.

THE COURT: GO AHEAD.

(WHEREUPON THE QUESTI ON WAS READ. )
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THE WTNESS: | DON T RECALL.

Q BY MR RILEY: NOW JUST QU CKLY, | TH NK | MNAY
HAVE ASKED YOU TH' S, BUT YOU AND YOUR SI STER WEREN T TRADI NG,
T WVAS MR RANI ERE TRADI NG CORRECT?

MR CROCKETT: OBJECTI ON, ASKED AND ANSWERED.

THE COURT: OVERRULED.

THE WTNESS: |IT WAS MR. PLYAM WHO WAS TRADI NG
ACTUALLY. HE WAS THE COWMODI TY BROKER.

Q BY MR RILEY: WELL, THE MONI ES WERE LOANED,
YOUR AND YOUR SI STER' S MONI ES WERE -- $65 M LLI ON PLUS WVERE
LOANED TO FI RST PRI NCI PLES; CORRECT?

MR CROCKETT: OBJECTI ON, | RRELEVANT, ASKED AND
ANSWVERED.

THE COURT: OVERRULED.

THE W TNESS: CORRECT.

Q BY MR RILEY: AND THEN MR RAN ERE WAS THEN
MAKI NG | NVESTMENTS OR TRADI NG | N THE COWODI TY MARKET,
CORRECT?

A THROUGH MR, PLYAM CORRECT.

Q AND WE TALKED ABQUT THI' S | DEA THAT MR PLYAM - -
OF MR RANI ERE TELLI NG YQU THAT MR PLYAM WAS TRADI NG AGAI NST
H M AND HE WAS THE ONE THAT ACTUALLY STOLE THE $65 M LLI ON.
DO YOU RECALL THAT TESTI MONY ON FRI DAY?

A I DONT THHNK I SAID IT QUI TE LI KE THAT.

Q BUT THE GENERAL AREA OF QUESTIONS -- THE
QUESTI ON. DO YOU RECALL US TALKI NG ABQUT THAT?

A | RECALL YOU QUESTIONING ME ON IT. | DON T
RECALL MY AGREEI NG TO THE WAY THAT YOU JUST PHRASED I T.
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Q OKAY. AND I TH NK YOUR RESPONSE WAS THAT I T
WAS SOVETHI NG THAT CAVE UP AND THAT I'T WAS A PCSSI BI LI TY?

A YES. MJCH LATER. | DON' T TH NK THAT EVER CAME
UP IN 2007. THAT WASN T UNTI L AFTER WE DETERM NED THAT THE
PLYAMS HAD BEEN STEALI NG FROM US I N THE OTHER VENTURE AND ALL
THE MONI ES HAD BEEN COMM NGLED, PRECI SI ON MONI ES WERE
COMM NGLED W TH CASTLE TRADI NG, AND THEN THAT' S WHEN | T ALL
CAME UP.

MR RILEY: MOVE TO STRI KE AS NONRESPONSI VE THAT LAST

PART.

MR, CROCKETT: YOUR HONCR - -

THE COURT: OVERRULED.

Q BY MR RILEY: M QUESTION -- BECAUSE | WANT TO
MOVE ON TO TH S OTHER AREA -- |S:  YOU MENTI ONED THAT I'T WAS A

POSSI BI LI TY THAT MR PLYAM WAS TRADI NG AGAI NST MR RANI ERE
AND, THEREFORE, HE TOOK THE $65 M LLI ON?

A " M NOT AN EXPERT ENOUGH TO UNDERSTAND I T. |
DON' T KNOW THAT HE COULD HAVE TAKEN $65 M LLION, BUT | TH NK
THAT HE -- THERE'S A PGSSI BI LITY THAT MR PLYAM WAS -- WELL, |
CERTAI NLY KNOW THAT HE WAS EARNI NG MONEY ON EVERY TRADE THAT
WAS DONE. THAT'S HOW COW SSI ONS WORK.  AND | THI NK THERE | S
A PGSSI BI LITY THAT HE WAS USI NG H' S PCSI TI ON AGAI NST US, YES,
TO BETTER H MSELF, BUT | DON T KNOW THAT FOR SURE.

Q VERE YOU AWARE THAT MR PLYAM WOULD MAKE A $15
COMM SSI ON ON A G VEN CONTRACT?

A | THINK MR PLYAM MADE $9 M LLI ON ONE YEAR

MR RILEY: MOVE TO STRI KE AS NONRESPONSI VE.

THE COURT:  SUSTAI NED.
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Q BY MR RILEY: WERE YOU AWARE THAT MR PLYAM
WOULD MAKE APPROXI MATELY $15 PER EVERY CONTRACT THAT MR
RANI ERE DECI DED TO TRADE?

A NO, | WASN' T AWARE ON THE SPECI FI CS.

Q NOW PLEASE TAKE A LOOK AT WHAT HAS BEEN
PREVI QUSLY MARKED AS EXHI BI T 531.

IS THE BOTTOM E-MAIL ON EXH BIT 531 AN E- MAI L

FROM YOUR SI STER TO YOU REGARDI NG YOUR COMMODI TY | NVESTMENTS?

A I THNK I'MCCD. | DONT THHNK I T'S TO M.

MR RILEY: MOVE TO ADM T.

MR CROCKETT: OBJECTI ON, | RRELEVANT AND - -
| RRELEVANT, YOUR HONOR. 352, AS VELL.

THE COURT:  SUSTAI NED.

Q BY MR RILEY: WHO IS -- THERE'S AN E- MAI L
ADDRESS HERE B-R-A-U-L @\OL. COM WHO | S THAT?

A THAT' S MY BROTHER ADAM

Q THE NEXT E-MAIL IS DSTOLL, S-T-O L-L,
@XSHOLDER. COM  WHO | S THAT?

A THAT'S A FAM LY -- AT THE TIME, HE WAS A FAM LY
ATTORNEY. HE STILL IS SOVE MEMBERS OF THE FAM LY' S ATTORNEY.

Q AND THE NEXT ONE -- E-MAIL IS S-A-M SAMBRON,
B-R-O-N, PERTINA MSN.COM WHO | S THAT?

MR, CROCKETT: OBJECTI ON, | RRELEVANT.

THE COURT: COUNSEL, SUSTAI NED.

Q BY MR RILEY: D D YOU AND YOUR SI STER HI DE
FROM YOUR FAM LY MEMBERS AND YOUR TRUSTEES THE | NVOLVEMENT OF
MR. RANI ERE TRADI NG THE $65 M LLI ON?

A NO.
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Q DI D YOUR SI STER SEND YOU AN E- MAI L WHERE SHE
REPRESENTED THAT YOU AND SHE WERE | NVESTI NG | N COMMCDI Tl ES?

A I"MNOT SURE. | CAN T SPEAK TO HER PHRASI NG

Q VELL, YOU WEREN T | NVESTI NG | N COWCDI Tl ES,
VERE YOU?

A DI RECTLY, NO

Q NOT | NDI RECTLY ElI THER, WERE YQU?

A VELL, WE LOANED MONEY AND THE MONEY WAS BEI NG

I NVESTED | N THE COWCODI TI ES MARKET.

Q BUT YOU HAD NOTHI NG TO DO W TH THAT | NVESTMENT,
D D YQu?

A NO. WE WEREN T ACTI VELY KNOALEDGEABLE ABOUT
COMMCDI Tl ES.

Q SO DI D YOU KNOW VWHY YOUR SI STER WOULD REPRESENT

TO THE TRUSTEES THAT |I'T WAS YOU AND YOUR SI STER THAT WERE
ACTUALLY DA NG THE TRADI NG?

MR CROCKETT: OBJECTI ON, | RRELEVANT.

THE COURT:  SUSTAI NED.

Q BY MR RILEY: DO YOU KNOWWHY YOU WOULDN T
REPRESENT TO THE FAM LY AND THE TRUSTEES THAT YOU HAD LOANED
$65 M LLION TO MR- RANI ERE WHO WAS TRADI NG | N THE COWODI TY
MARKET?

MR, CROCKETT: OBJECTI ON, | RRELEVANT.

THE COURT:  SUSTAI NED.

Q BY MR RILEY: TO YOUR KNOALEDGE, BACK I N APRI L
OF 2006, DI D YOUR TRUSTEES OF YOUR TRUST KNOW THAT YOU HAD
G VEN TH' S KIND OF MONEY TO MR RANI ERE?

MR, CROCKETT: OBJECTI ON, | RRELEVANT.
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THE COURT:  SUSTAI NED.

Q BY MR RILEY: LET'S GO TAKE A LOOK AT EXH BI'T
543. DO YOU HAVE EXHI BI T 543 I N FRONT OF YOU?

A YES, | DO

Q AND ON THE SECOND E- MAI L FROM YOUR SI STER TO
M5. FREEMAN, ARE THEY TALKI NG ABOUT GETTI NG AN AGREEMENT FROM
MR, PLYAM?

A I ASSUME SO THIS IS THE FIRST |'VE SEEN OF
TH' 'S DOCUMENT AND I T SEEMS TO BE.

MR RILEY: MOVE TO ADM T EXH BI T 543.

MR, CROCKETT: NO OBJECTI O\

THE COURT: ALL RI GHT.

(EXH BIT 543 WAS ADM TTED | NTO EVI DENCE. )

Q BY MR RILEY: ALL RIGHT. THE BOITOM E- MAI L
READS DATE -- | T'S DATED OCTOBER 20TH, 2006, AND I T SAYS:

"JUST A REM NDER. "

AND | T SAYS:

"YES. THANK YOU. AS SOON AS | GET THEM FROM
YURI. | HAVE E-VAILED AND ASKED THEM FOR IT. | TH NK
| CCD--" ANDIT SAYS, "-- U AND BB."

IS "BB" BARBARA BOUCHEY?
A I ASSUME SO, YES.

AND THEN | T SAYS:

“ANY TIPS ON HOW TO MOVE FORWARD ON THI S? |
WLL ASK KEI TH TONI GHT. "

BACK I N THI S TI MEFRAME OF 2006, WHO HAD MORE
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CONTACT WTH MR RANI ERE, YOU OR YOUR Sl STER, TO YOUR
KNOW.EDGE?
A TS HARD TO -- | MEAN, | DON T KNOW HOW MJUCH
CONTACT SHE HAD WTH H'M  PROBABLY Mg, BUT | DON T RECALL.
Q ALL RIGHT. LET'S GO TO PAGE TWO OF EXHI BI'T
543. OKAY. THIS IS AN E-MAI L DATED OCTOBER 20TH, 2006, AND
| T READS:
"SARA, | JUST WANTED TO REM ND YOU THAT WE WERE
GO NG TO SEND SUSAN COPI ES OF THE AGREEMENTS FOR
PRECI SI ON DEVELOPMENT AND THE COWMODI TI ES. HOPE
YOU RE WELL. LOVE BECKY."
SO MY QUESTION IS I N OCTOBER OF 2006, THERE WAS
CONCERN ABQUT GETTI NG THESE COMMODI TY LOANS SI GNED; RI GHT?
A I DON' T TH NK THAT TH S REFLECTS CONCERN. |
THINK | T JUST REFLECTS A FI NANCI AL PERSON S NORVAL PRACTI CE | N
BUSI NESS.
Q TRYI NG TO DOCUMENT THE LQOANS THAT WERE MADE TO
FI RST PRI NCI PLES; CORRECT?

A YEAH.
Q WELL, IN OCTOBER OF 2006, YOU HAD -- WELL,
STRI KE THAT.

IN OCTOBER OF 2006, DI D YOU TALK TO MR RANI ERE
ABOUT SI GNI NG LOAN DOCUMENTS FOR THE $65 M LLI ON?

A | DON T RECALL. SORRY.

Q DO YOU KNOW I F YOUR SI STER DI D?

A NO, | DON T. SORRY.

Q ALL RIGHT. LET'S TAKE A LOOK AT 544, AND DRAW

YOUR ATTENTI ON TO PAGE TWO OF EXHI BI T 544.
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DCES THAT CONTAI'N E- MAI LS BETWEEN YQU,
MR, PLYAM AND YOUR S| STER?
A IT LOOKS LIKE I T"S FROM MY SI STER TO MR, PLYAM
M5. SALZMAN, AND MR. RANITERE, AND IT LOOKS LIKE | AM CC D ON

I T
Q OKAY.
A ALONG W TH M5. BOUCHEY AND MS. FREEMAN.
MR RILEY: MOVE TO ADM T EXH BI T 544.
MR, CROCKETT: | NSUFFI Cl ENT FOUNDATI ON THAT SHE' S SEEN
I T

THE COURT: ALL RIGHT. LAY THE FOUNDATI ON.

Q BY MR RILEY: WELL, | ASSUME YOU RECEI VED THI S
E- MAI L THAT WAS ADDRESSED TO YOUR E- MAI L ADDRESS?

A YEAH. | DON T RECALL READING I T, BUT IT'S SENT
TO ME.

MR RILEY: MOVE TO ADM T.

MR, CROCKETT: NO OBJECTI ON.

THE COURT: ALL RI GHT.

(EXH BI T 544 WAS RECEI VED | NTO EVI DENCE. )

Q BY MR RILEY: OKAY. LOOGKING AT 544 PAGE TWO,
AND | THINK THIS I S THE SAME DATE OF THE OTHER E- MAI LS WE V\ERE
LOOKI NG AT OCTOBER 20, 2006. I T SAYS:
“I'"M FOLLOW NG UP ON AN E- MAI L THAT | HAD SENT
TO YOU ABOUT A MONTH AGO ASKI NG FOR THE STATUS ON OUR
AGREEMENTS FOR PD AND FP. "
DCES "PD', TO YOUR KNOMLEDGE, REFER TO
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PRECI SI ON DEVELOPMENT?

A | ASSUME SO

Q AND DCES "FP" REFER TO FIRST PRI NCI PLES TO YOUR
KNOW.EDGE?

A | ASSUME SO

Q ( READI NG )

“AND I HAVEN T HEARD BACK FROM YOU. | S THERE
ANYTHI NG | CAN DO TO HELP MOVE THI S PROCESS ALONG. |
AM UNCLEAR WHAT STEPS WE NEED TO TAKE. SO IF |'VE
LEFT ANY STEPS QUT OR | F |I' M FORGETTI NG ANYTHI NG,
PLEASE LET ME KNOW  THANKS AND HUGS. "
SO AT TH'S TIME, WAS TH' S | SSUE ABOUT GETTI NG
THE LOAN AGREEMENTS FOR FI RST PRI NClI PLES FOR THE $65 M LLI ON
SI GNED AN | SSUE?
A | DON T THINK I T WAS AN | SSUE. AGAIN, | TH NK
I T WVAS NORMAL PROTOCOL.
Q BUT AS OF THI S DATE, NO AGREEMENTS HAD BEEN
SI GNED;, RI GHT?

A CORRECT.

Q LET ME ASK YOU, WERE THERE EVER AGREEMENTS
SI GNED?

A NO.

SO THE $65 M LLI ON THAT MR RANI ERE BORROWAED
AND LCST I N THE COMCDI TY MARKETS, HE NEVER HAD TO SI GN ANY
LOAN DOCUMENT FORM CORRECT?
A CORRECT.
Q LET' S MOVE UP TO PAGE ONE OF EXHI BI T 544.
AND THIS | S AN E- VAl L DATED OCTOBER 23RD, 2006,
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FROM MR. PLYAM TO Ms. BOUCHEY, AND | T READS:
"H BARBARA, | HAD ORI G NALLY SENT KEI TH THE
DOCUMENTS I N JULY AFTER COM NG BACK FROM QUR MEETI NG
I N ALBANY. "
D D YOU KNOW THAT MR PLYAM HAD SENT AGREEMENTS
BACK I N JULY OF 20067
A I THI NK THAT | KNEW THAT HE HAD SENT AGREEMENTS
TO MR RANI ERE, BUT | DON T RECALL THE TI MEFRAME.
Q THE E- MAI L CONTI NUES:
"I SPOKE WTH H M TH S MORNI NG AND HE TOLD ME
THAT HE SPOKE W TH SARA ON FRI DAY AND EXPLAI NED
EVERYTH NG TO HER. "
DO YOU KNOW VWHAT MR, RANI ERE WAS EXPLAI NI NG TO
YOUR SI STER ABOQUT THE AGREEMENTS?
A NO. | HAVE NO | DEA.
Q ALL RIGHT. LET'S TAKE A LOOK AT WHAT' S BEEN
PREVI QUSLY MARKED AS EXHI BI T 558.
DO YOU KNOW I F EXHIBIT 558 IS A LI STING OF ALL
THE MONI ES THAT YOU LOANED TO FI RST PRI NCI PLES THAT WERE
TRADED BY MR, RANI ERE?
MR CROCKETT: OBJECTI ON, | RRELEVANT.
THE COURT:  SUSTAI NED.  352.
Q BY MR RILEY: WELL, | TH NK YOUR PRI OR
TESTI MONY IS THAT YOU EVENTUALLY ENDED UP PERSONALLY DOMN
ABQUT $28.2 M LLION I NTO THE COVWCODI Tl ES; CORRECT?
MR CROCKETT: OBJECTI ON, | RRELEVANT AND 352.
THE COURT:  SUSTAI NED.
Q BY MR RILEY: WELL, OF THE $65 M LLI ON THAT
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VE' VE BEEN TALKI NG ABOUT, HOW MUCH OF THAT WAS YOUR
PERSONAL - -
MR CROCKETT: OBJECTION, 352, AND | RRELEVANT.
THE COURT:  SUSTAI NED.
Q BY MR RILEY: FROM THE DATE OF THESE E- MAI LS
I N OCTOBER 2006, WHEN YOU WERE REQUESTI NG LOAN DOCUMENTS OR
VWHEN THE | SSUE ABOUT LOAN DOCUMENTS FOR FI RST PRI NCI PLES | N
THE COWODI TY TRADI NG CAME UP, WOULD I T BE FAIR TO SAY THAT
YOU LOANED ANOTHER $10 M LLION TO MR RAN ERE?
MR, CROCKETT: OBJECTI ON, | RRELEVANT, 352.
THE COURT:  SUSTAI NED.
Q BY MR RILEY: ALL RIGHT. PLEASE TAKE A LOOXX
AT VWHAT HAS BEEN PREVI QUSLY MARKED AS EXH BI T 571.
ARE YOU THERE?
A YUP.
Q OKAY. DRAW NG YOUR ATTENTI ON TO THE BOTTOM OF
THE DOCUMENT, PLEASE, AND READ IT TO YOURSELF.
HAVE YOQU FI Nl SHED READI NG?

A ONE SECOND.
YES.
Q D D THERE EVER COVE A TI ME - -

MR, CROCKETT: OBJECTI ON, YOUR HONOR

Q BY MR RILEY: -- VWHEN THERE WAS CONCERN - -

MR CROCKETT: OBJECTION, YOUR HONOR. THI S IS 352,
AND |' D LI KE TO BE HEARD.

THE COURT: ALL RI GHT.

111
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(WHEREUPON THE FOLLOW NG PROCEEDI NGS WERE
HELD AT S| DEBAR:)

THE COURT:  OKAY.

MR, CROCKETT: "1'M JUST GO NG TO ASK | F ANYBODY I N
THE FAM LY EVER QUESTI ONED UNDUE | NFLUENCE AND MENTAL STATE, "
WELL, THAT'S VERY PREJUDI Cl AL BECAUSE | T'S NOT SOVETHI NG THAT
SHE' S S| GNED ONTO AND THI'S |'S SOVETHI NG THAT SOMVEBODY ELSE 1S
TALKI NG ABOUT.

THE COURT: WELL, THERE'S NO FOUNDATI ON FOR THE
DOCUVENT YET.

MR, CROCKETT: WELL, | DON T WANT ANYBODY ASKI NG ABOUT
UNDUE | NFLUENCE AND MENTAL STATE IN THI'S DOCUMENT. | DON T
WANT THOSE WORDS COM NG OUT OF HI'S MOUTH.

THE COURT: MR RILEY, YOU HAVEN T EVEN AUTHENTI CATED
THI'S DOCUMENT. |'M NOT SURE YOU SHOULD BE ASKI NG HER
QUESTI ONS ABOUT | T YET.

MR RILEY: [|'M NOT ASKI NG HER QUESTI ONS ABOUT THE
DOCUMENT | TSELF. |' M JUST ASKI NG GENERAL QUESTI ONS.

THE COURT: THEN I'LL SUSTAIN MR CROCKETT' S
OBJECTI ON.

MR RILEY: OBJECTION TO WHAT? | HAVEN T ASKED A
QUESTI ON.

THE COURT: WELL, DON T ASK A QUESTI ON ABOUT THAT.

111
111
111
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( WHEREUPON THE FOLLOW NG PROCEEDI NGS WERE
HELD | N OPEN COURT I N THE PRESENCE OF THE
JURY: )

THE COURT:  SUSTAI NED.

Q BY VR RILEY: DD THERE TIME (SIC) EVER BECOVE
A CONCERN W TH REGARDS TO THESE LQANS, W TH THESE UNSI GNED
LOAN DOCUMENTS THAT | F SOVETH NG HAPPENED TO YQU - -

MR CROCKETT: OBJECTION, WE JUST COVERED TH S.

MR RILEY: |'M NOT ASKI NG THAT.

THE COURT: WELL, REPHRASE THE QUESTI ON.  SUSTAI NED.

Q BY MR RILEY: WAS THERE EVER ANY CONCERN THAT
W THOUT THESE LOAN DOCUMENTS | F SOVETHI NG HAPPENED TO YOU THE
FAM LY COULD CALL THE LOANS?

A | DON T RECALL.

Q WAS THERE EVER ANY CONCERN ABOUT THESE LOANS,
THE $65 M LLI ON, AND CALLI NG | NTO QUESTI ON YQU | DENTI FYI NG
NANCY SALZMAN AS THE BENEFI Cl ARY UNDER YOUR W LL?

MR CROCKETT: OBJECTI ON, | RRELEVANT.

THE COURT:  SUSTAI NED.

Q BY MR RILEY: PLEASE TAKE A LOCK AT WHAT' S
BEEN PREVI QUSLY MARKED AS EXHI BI T 577.

AND AT THE BOTTOM | S THAT AN E- MVAI L FROM RENEE

El CKHOLT TO -- CC D TO YOU REGARDI NG THESE LOANS?

A YES.

MR CROCKETT: OBJECTION, | RRELEVANT. MORE ABQUT
LOANS AND HAVI NG NOTHI NG TO DO W TH PRECI SI QN, YOUR HONOR

THE COURT:  SUSTAI NED.
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Q BY MR RILEY: WELL, IS TH S E-MAIL ABOUT YOUR
FI NANCI AL STATEMENT BEI NG SENT TO THE PLYAMS FOR THE

DEVELOPMENT?
A "M NOT SURE.
Q VELL, I N NOVEMBER OF 2007, WAS YOUR FI NANCI AL

STATEMENT G VEN TO THE PLYAMS?

A AT SOMVE PO NT, YES, | T WAS.

Q AND THE TOP E- MAI L APPEARS TO BE SENDI NG THAT
FI NANCI AL STATEMENT; CORRECT?

A CORRECT.

Q AND THE BOTTOM E- MAI L APPEARS TO BE SENT TO YQU
REGARDI NG THAT SAME FI NANCI AL STATEMENT; CORRECT?

A YES. BUT IT'S HARD -- THEY DON T SEEM TO BE
SEQUENTI AL E- MAI LS.

MR RILEY: MOE TO ADMT EXH BI T 577.

MR CROCKETT: WELL, NOWWE' RE DOUBLI NG UP, YOUR
HONOR, BECAUSE HE' S FORGOTTEN WHAT HE - -

THE COURT: WELL, WAIT, WAIT.

MR CROCKETT: |IT' S ALREADY I N.

THE COURT: WAI'T, WAIT.

MR RILEY: | T S ALREADY | N?

THE CLERK: I T'S ALREADY I N.

MR RILEY: WHAT ARE WWE WASTI NG QUR TI ME FOR?

THE CLERK: 577 | S ALREADY I N.

THE COURT: ALL RI GHT.

MR CROCKETT: |'D LIKE TO KNOW VWHY WE' RE WASTI NG OUR
TI'ME, YOUR HONOR.

THE COURT: ALL RIGHT. GO AHEAD.
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Q BY MR RILEY: ALL RIGHT. LET'S GO DOMWN TO THE
BOTTOM E-MAIL. AND THIS E-MAIL IS FROM RENEE El CKHCOLT DATED
NOVEMBER 6, 2007, A LITTLE OVER A YEAR AFTER THOSE OTHER
E- MAI LS ASKI NG ABOUT THOSE LOAN DOCUMENTS; CORRECT?
A APPARENTLY SO
Q ALL RIGHT. AND THE FI RST SENTENCE READS:
"I HAVE REVI SED THE ATTACHED BALANCE SHEETS FOR
CLARE AFTER MAKI NG SOVE CHANGES PROPCSED BY MATT.
PLEASE LET ME KNOW I F YOU HAVE ANY FURTHER REVI SI ONS. "
AND TO YOUR KNOALEDGE, WERE THOSE FI NANCI AL
DOCUMENTS, YOUR BALANCE SHEETS, BEI NG SENT TO THE PLYAMS FOR
THE PROJECT?
A I KNOW THAT My BALANCE -- | KNOW THAT MY
FI NANCI AL STATEMENTS WERE SENT TO THE PLYAMS FOR THE LOAN. |
DON' T KNOWIF THIS I S WHAT SHE' S SPECI FI CALLY TALKI NG ABQUT I N

TH' S E- MAI L.
Q NOW THE E- MAI L CONTI NUES:
“AS | MENTI ONED TO MATT, WE WOULD LI KE TO BACK
UP --" WAIT.

"AS | MENTI ONED TO MATT, WE WOULD LI KE BACKUP
DOCUVENTATI ON FOR THE LOAN TO FPI --"
AGAI N, THAT' S FI RST PRI NCI PLES; Rl GHT?
A UM HWM  YES.
( READI NG )
"_- AND THE | NVESTMENTS I N PD LLC FOR OUR
RECORDS. "
AND, AGAIN, RENEE ElI CKHOLT 1S YOUR ACCOUNTANT
OR PART OF THE TRUSTEES?
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A NOT PART OF THE TRUSTEES. SHE'S A FAM LY
ACCOUNTANT.

Q THE ACCOUNTANT FOR ALL THE OTHER FAM LY
MVEMBERS?

A CORRECT.

AND A YEAR LATER, AFTER THE OCTOBER OF ' 06
E- MAI LS, THE FAM LY ACCOUNTANT IS ASKI NG FOR THESE LOAN
DOCUMENTS FOR THE MONI ES THAT WERE G VEN TO FI RST PRI NCI PLES;
Rl GHT?
A | T APPEARS SO, YES.
Q PLEASE TAKE A LOCK AT WHAT' S BEEN PREVI QUSLY
MARKED AS 568.
MR, CROCKETT: OBJECTION, | RRELEVANT TO THI S ENTI RE
LI NE OF | NQUI RY.
THE COURT: WELL, LET'S DO THIS. LET'S TAKE OUR LUNCH
RECESS.
SO, AGAIN, LADIES AND GENTLEMEN, DON T TALK
ABOQUT THE CASE AMONGST YOURSELVES OR OTHERS, FORM ANY OPI NI ONS
ABQUT THE CASE.
MVEET QUTSI DE THE COURTROOM AT 1:30, AND WE' LL
CONTI NUE ON.

( WHEREUPON THE FOLLOW NG PROCEEDI NGS WERE HELD
I N OPEN COURT OUTSI DE THE PRESENCE OF THE
JURY:)

THE COURT: ALL RIGHT. THE JURORS AND ALTERNATES HAVE
LEFT.
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" VE LOOKED AT 568. | AGREE. TH S WHOLE LI NE
OF INQUIRY IS 352. SUSTAI NED.
MR RILEY: MAY | BE HEARD, YOUR HONOR?
THE COURT: BRI EFLY.
MR RILEY: OKAY. AS | STATED IN My OPEN NG
STATEMENT, YOUR HONCR, | T IS DEFENDANTS' POSI TION THAT TH S
| SSUE ABOUT DOCUMENTI NG THESE LQOANS BECAME VERY | NTENSE, AND
AT THAT TIME, I T WAS SHORTLY AFTER THEY WERE BEI NG FORCED TO
SI GN THESE LOAN DOCUMENTS, THAT MR RANI ERE TURNED AND SAI D GO
AFTER THE PLYAMS FOR THE MONEY. | T G VES THE WHOLE BASI S FOR
THEM TURNI NG ON MY CLI ENTS.
THERE'S NO 352 | SSUE HERE. | T'S BEEN QUT I N
OPEN COURT THEY' VE LOST $65 M LLION. SO ALL I'M TRYI NG TO GET
IS THE REQUEST FOR THE DOCUMENTATI ONS OF THE LOANS AS | T KEEPS
HAPPENI NG AND HOW THI NGS HAPPEN I N A TI MELI NE.
THE COURT: OKAY. MR CROCKETT.
MR CROCKETT: YOUR HONOR, THAT IS JUST | RRELEVANT AND
ANY RELEVANCE | S TOTALLY OQUTWEI GHED BY THE PREJUDI CE OF
POSSI BLY LOSI NG MORE JURORS.
THE COURT: OKAY. ENOUGH. | SUSTAI NED THE OBJECTI ON.
352. NO | UNDERSTAND YOUR ARGUMENT, MR RILEY, BUT THAT
DCESN T MEAN WE' RE GO NG TO SPEND A VWHOLE LOT OF TI ME GO NG
INTOIT. WE RE NOT. SUSTAINED. REALLY.
THI'S IS ONLY ABOUT THE, QUI TE FRANKLY,
PRECI SI ON DEVELOPMENT, AND | DON T SEE ANY BUT THE MOST
111
111
111
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TANGENTI AL RELEVANCE OF THE OTHER MATTERS.
SO UNDER 352, |'LL KEEP I T QUT.
ALL RIGHT. 1:30.

(WHEREUPON THE NOON RECESS WAS TAKEN UNTI L
1:30 P.M OF THE SAME DAY.)




