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know, you don’t know the amounts, you don’t

know who because we don’t discuss that with

~—=- we’ve never discussed that with you and we

dbﬁ't intend to; So you canvsay, yéah, we
know -- you know, there are other funds that
execute this strategy through Madoff, but you
don’t know the size, you don’t know the
arrangement, you don’t know the thing -- you
know, you assume is basically the same as |
yours are, whicﬁ it is.

MR. VIJAY: What if the question comes up’
whether we -- &e‘re comfortable or we can
verify thét;We;ge'getting sort of a pro rata
allocation based on our assets, other
ﬁarticdlar execufion in or out --

MR. MADOFF: You can say thaf you —- thaf
we’ve -- that we’ve told you, which is the
case, that everybody gets a pro rata
allocétion.

MR;~VIJAY:‘Okay.

MR. MADOFF: How do you knowrthat? You

don’t, okay, but that’s -- you know, that’s

‘what we'’ve told:you.

MR. MADOFF: That’s the arrangement.
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MR. MADOFF: That’s the way it is, so if

we -- if we have, you know, eight billion
dollars to go out and put to work, and we go
into the market and we only buy two million
the first day,éghen everybody gets 20 percent
of the allo —~byou know, it’s your fair share
of allocatiohé. All you have to know is that
- tﬁat -- that everything is allocated on a
pro rata basis based upon all of our clients,
and that’s -- that’s the way all brokeré
wérk. "So and again, you know, they don’t --
‘you know, you don’t have to be too brilliant
with thésé guyszbecause you don’t have to be,
you’re not supposed to have that knowledge
ahd, you k;ow,%iéu wind up saying something
which_ié éiéhe;rwroné or, you know, it’s juét
not something you have to do. So -- and I’'m
not —- I'm not teiling you to conceal
anything.' I'm telling you, you know, that
‘there are things that you don’t -- .one of the
problems we've had in the past is people go
out and they -- they, you know, even -- I'm
talking about like with you where guys write .

things in a document or say things which is
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not really -- which is not a hundred percent

the case, and I'll get into that in.a little
"while when I go through your notes. I’'m just
trying to cover the stuff that I --

MR.'VIJAY:éSure.

MR. MADOFF: First, okay, so we don't
market. Ybuﬁdgéﬁt know the exact.amounfs on
what we trade for others. We’re the
executing bfoker. We don’t do any other
business with you. There are terms and
conditions on the options just like thefe are
on the équity. Yup, and the options are hof
part of the médelAanymore. I went over the
allocation. Okay, let me just get into the
notes tha; you-guYs put together. Ross, you
can leave;ﬁhe law profession now; you’ll be a
morniey manager. '

UNIDENTfFéﬁb MALE: Well, that’s where
the guy tfaiﬁe&j right, he was on the options
floor.

MR. MADOFF: Right, okay, the fund
strategy is —-- that’s fine. The relationship
.that’s éll fine. Okay, the guidelines --

yeah, okay, we covered. That’s fine. I told
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you you don’‘t have to make the statement

there’s no front running possibility, that’s
assumed. .Okay, on the —-- the split strike
strategy objective, okay. The objective of
the fund is to achieve capital appreciation,
okay, I would take out -- yeah, it’s
subﬁitting it ényhow, but don’t say --
consisten£ montﬁly=returns.

MR. VIJAY: Okay. You can delete that,
yeah. -

MR. MADOF%Q By identifying any profiting
from (inaud;ble) gf large cap fund, that’s
okay. You know; it'S‘basically because, you
know, the consistent monthly returns is not
necessarily --

MR. VIJAY: Our objective as such.

MR.VMADOFF: A consistent, and it’s again
it’s, look, this strategy -- and I’ve had
conversat;oné with the commission two years
ago when they'sent around inquiries on how
all -- you kﬁév; gxecuting brokers, broker
dealers were dééling with funds and what the

strategies they use for the funds and what

the role is and so on and different types of
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strategies and so on, and they’re aware of

the fact that we do this -- that we do this
strategy foriygu and for others, right, and
basically, ;éu?know, the way we describe the
strategy, which is the case, 1is it’s a
strategy that is -- that, you know, involves
putting on a bas - buying a basket of
securities that replicate the é&P, all right,
one hundred. And, you know; accordihg to a
-- the pre-defined parameters and models, and
that’s ——rthat’g {(inaudible) that takes care
of the diSCretionary issue. And the purpose
éf the strategigis to take‘advantage of an
e

upward move-“in: thé market, all right, that’s

4o
47

-- and the - you;re buying the securities
that are basicaily going to move,with the
S&P, all right, and ﬁhat that -- that strat
-- that basket of-secﬁrities can be hedged
using broad based index options, all right,
tb -- YOu know, to put a collar to limit the
risk of the strategy, all right, by hedging
: .on AN
it. You_know, éhese basket strategies, you

know, are not unique to us. The model is

unique to us,:ﬁut some people will bﬁy the

o
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whole S&P, you know.

MR. VIJAY: Can I ask you, is it part of
the model, is there any sort of decision
between sﬁock A;and stock B and the ovefall
purpose is’obviousiy to replicate the
performancé Ofrthe index and to track it very
closely, bu?jybu know is it -- is it a pre-
standard if;the market capitél were to index
that your feally just looking for the largest
market caps and going down‘that list?

MR. MADOFF: In other words} it is --

it’s important that the -- that we buy --

'What our model defines of just, you know,

certain types of securities and certain
capitalization; So it’s not that we can --

we do not care whether we think IBM is going
R

to move up moréﬁthan General Electric and so

on. This ié a market strategy that is based
upon the overéll movement of the market. So
we are basically —-- if we wéntéd to do a pure
play we would buy all 100 S&P securities, but

the problem with doing that the more you buy

"~ the more your commission costs are and the

more cumbersome the strategy is. So the idea

i
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is to basically buy a basket of securities

that’s going to have a 95 percent correlation
and so fhe model dictates -- and, again,
they’ve seen these parameters, so they know
what the parameters are. All right, they --
they -- so'Wé’re not trying to pick General

Electric becausé we like General Electric.

We’re trying to -- to, you know, if the
market -- if .the market’s going to move two
percent in a.pérticular day and we -- we want

to be able fo_havé aAbaskef that’s all --
that’s going to follow that move as Closely
as poséible, and the reason -- -because we --
we’re not trying to -- we’re not trying to
pick one stock that’é goiné to out perform or
bossibly under perform the market. So, yés,
it’s basically Fhe same securities all the
time becaﬁse th;se are —-- those cap waitings
are built into -- are built into thé S&P.

MR. VIJAY: Right.

v Dot

MR. MADOFF: ‘All right, and you can --
you can eithér hedge it or not hedge it. 1If
you wanted to be open ended both on the

upside and the downside, you cannot hedge it.
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We -- we don’t believe in not hedging, and so
we’ll -- we”ll 'hedge it with -- with the -~
with a broad base —-- with a broad base ihdex

with certain'pafameters below the market,
they have to be out of the money, you know,
on both sides and so on and so forth. But,
aéain, that is not something, so you
understand, that they -- you know_that you
have to -- yeah( if you,ha&e ——'you know,
you’re not the one phat’s implementing the
strategy andiyop’re not even the one that'’s
determined thatw;his is a great strategy or
hot. I mean; tgis fund has béen using this
strategy for 15 yeargh

| MR. VIJAY: Right.

MR. MADOFF: You know, so this is —-- you
know. this strategy Was put on long before you
even showed upon the scene. You know, and
this is a -- you know, this.is ﬁot a strategy
that is a uniqué strategy. It’s a market
index strategy and the skill of us, the ékill
of Madoff is knowing when to get into the
market and gétfbut of the mafket. That’s the

role we play. I mean, that’s the reason you
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choose us as opposed to some other guy.

MR. VIJAY:ﬂThat is the interesting
question, but I understand that it’s nét
going to be —_ﬁ; mean, woﬁldn’t anticipate
that will bgrsége#hing that the SEC is
interested in o£ at least with this
discussion witﬁ us. So, I mean, it's fair to

leave that out or if it comes up, you know,

to simply —--

MR. MADOFF: Look, you’re not --

MR. VIJAY: Hotline our role and.aefer
that question to you if --

MR. MADOFF: I mean, exactly. That’s not
a —- as I say, you know, look yoﬁ hever know
what theY”fe géiﬁg to ask because these guys
they thoughég—;ﬁiﬁ’s a fishing expeditioﬁ.

MR. VIJAY: Right.

MR. MADOFF: fhat’s what they do, okay.
So, you knéw, they typically —-- you anw, we
run through this all the time. ,The.guys come
in to do a books and records examination aﬁd
they -- they whatchamacallit -- you know,
they ask.you,a'ziilion different questions

and we look at them sometimes and we laugh,
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and we say are you guys writing a book? And

we say, you know, and they know that brokers
T—= yoﬁ know, because these guys they work for
five years at the commission then they become
a compliahce maﬁager at a hedge fund now.

MR. VIJAY: Right.

MR. MADQnggOr they -- they go work for
proprietary?tréding desk. Nobody wants to
stay there éorever. So nobody wants to give
them that information, and you know it's none -
of their business. That doesn’t prevent them
from asking it, and they’1ll say, you,knbw,
well, we just want to know —-- you know, about

the strategy. They know about the strategy.

You knbw,,they should. You know -- you knpw,
the issue -—- I'm telling you the issue here
is strictly of -- this is a front -- my guess

’t know for sure, but I -- you

would be, I éégg

©ooadg :
know, my guess would be this is an issue of
front runﬁing. Is there a relationship
between Madoff -- you know, in your situation
and some of the other funds? Does he

participate in the other funds? Is he an

investor of yours? Does he share in any
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of things. "So the -- when the -- but if they
ask questions about the strategy, the
strategies are -- you know, they know the
answers that -- you know, maybe these girls,

these lawyers don’t know it, but someone

there knows it. The -- you know, and again
it’s not -- look, you have to remember that
if you're a typical-—— I don’t know how you

work with your other funds, these other

seedling fundsﬁgr relationships that you have

with these péoﬁie, but the -- typically -- I

mean, you’d be shocked at the lack of
knowledge of thé fypical investment manager
or fund‘maﬁgef of ﬁhe fund or funds based
upon the primary fund they invested. You
know, they look at a fund, they know the
basic concept o6f the fund. You know, they.
know, you know, if the guy’s a —-- but if you

think that somebody that’s an investor with

in Sachs Capital knows what the

TONT

- hell his stgatégy is, it changes everyday,

you know, and what he’s investing in. They

don’t. They're baSically just -- they're
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chasing performance and they’re looking at a

track record of a particular strategy and
they’re going in -- into that strategy. I
mean, SO 4—+I'ﬁgén, when we -- when askedﬂ
whét our roié is Qith tﬁese'various funds in
the pasﬁ, we said the same thing a hundred
times, you know -- you know, we're the
executing broker. ‘Yes, we're the one that,
you knéw, put on the sﬁrategy and we are

. rollers, we’re good market timers. Nobody
likes to use the term market timing anymbre
because it:got éainted'because of the mutual
-funds --

L0
PR

MR. VIJAY: Right.

MR. MADOFEQ But trading in and out of
the market ié timing, okay, so what the -- if
they ask, you know, how does Mad -- do you
know how Madéff decides when he’s going to go
in the market and out of the market, which is
a question people always ask me, not only --
and I'd say, you ‘know, I'm not going to share
that info?métio; with you, there’s all sorts
of -- we have -- you know, obviously, a lot

of black box;teéhnology, momentum models and
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all sorts of things that tell us when to get

in and out of the market. A regulator would
say is part of your information coming from

orders that you-get from other brokerage

firms or institutions or —-- the answer is,
no, that’s illegal. No, we don’t -- that’s,
you know, in case we -- should we —-- in case

someone never told you guys, you know, that’s
-~ you know, that’s not something you’re
allowed to do. So how do we determine how we
get in‘and Qutrof the market, whether this is
a good time to put the strategy on, it’s
based upon our feeling that the -- that,the
market is going:to move up, and that this is
a, you knéw, a gime to be ih the strategy and

the strategy is going to follow the market.

P

As to when‘wé <= how we exit the market, by

e
B

(=

the way, thé’model determines that. You
know, we don’t éet out of the market when we
think the market is -- is necessarily going
to go lower. .That’s a fallacy that some
people think. Basically the model is

programmed -- this is not something you have

to --
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MR. VIJAY: No, this is just us, yeah. :

MR. MADOFF: But the model is programmed
that once certain parameters are broken it

automatically generates, you know, a sell

~order to exit the market. So we -- we're

going to stay in the market as long as the
parameters -- the model does what it’s
supposed to do.i

MR. VIJAszEven if we’re, you know, like
two strikesvab;;er4- above the call strikes?

MR. MADOFfﬁ Right, sb there are certain
triggers thafva;e built into the model.
Again, none of which you ‘have great kﬁowledge
of, but the modelbdetermines when we get into
the market, you know, and determines whén we
get out of the market. You have various
models that determine that or various systems
that detegmine fhat. So let me just finish
this thing._So_there’s no consist -- Wé took
off.

MR. VIqAY;;Yeah.

MR. MABOFF: bn the split strike strategy
E, okay, the siﬁultaneous purchase. I know

you keep saying that in your documentation,
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but again that was -- you just have to -- you

dbn’t-ha&e ﬁo s;y simultan -- you just say
the purchase of;S&P put options. This is --
I have no idea what the last is or not. The
rest of it -- it’s a -- okay, on F, the
market risk -—--

MR. VIJAY: Right.

MR. MADOFF: Okay, you -- where you go
onto say in brackéts, which mayrbenefit the
fund in rising markets, you see where.——

MR. VIJAY: Yeah, I'm with you on that
point.

F: That should be taken out,

£

ek

MR. MADOF
the whole thing after that. The minimum

correlation levels be breach, remedial action

MR. VIJAY: Right.

MR. MADOFF: Because that’s --

MR. VIJAY: That was all something in the
prior trading authorization, right --

MR. MADOFF;'Right. You basically -- all
you have to basically just, you know, say is
that the marke@ﬁrisk is obviously that the

correlation —- that the -- that the basket --
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the market risk is the fault that we -- that

number one put on —-- these are -- you know,
we put on:a position and the market goes down
and it’s a bullish -- you know, we’re looking
for the market to go up and the market goes
down. So if —: if —-- if the strategy is ?ut
on -- 1is put on and you long the market
because you're %aSically always long.in the
market even though you’re limited -- you’re’
by the puts and by the ealls. Basically if
—-- the strategy is implemented because the
market —-- because the -- Madoff thinks the
ﬁarket is going_up, and the market goes the
other way;:you know, you're geing to lose to
the difference of. the strike price of the
put, and ——b‘ifa |
UNIDENiIFiED MALE: And the second --
MR. MADOFE: And, you know, so that’s --
and the second is that the correlation
somehow or ether breaks down the 95 percent
correlation breaks down, but then you’ll --
the strategy is going to be sold, it’s going
to be exited, but there’s still going te be

some -~- you know, some basic -- look, as far
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as they’re concerned, the -- any market

strategy has a certain degree of risk, even
if you have puts on it you have a -- you |
know, as they say, the correlation cannot --
cannot hold and by the time you exit the
strategy §6u'rergoing to lose the difference
between the éorrelation. It’s never going to
be major, but you know it’s not -- it’s a
hedge strategy e} therefore, youvknow, tﬁe
marketvrisk is not that issue, and they’re
not even going to get into fhat. ~They
shouldn’t be getting into that because, you
know, as I mentioned to, I guess, Mark, when
I spoke to him‘last ~—- you’re still theré,
Ma£k,»right?

MARK: I'm here,.Bernie.

MR. MADOFF : Okay, is that you know one
of the -- one of the concerﬁs that everybody
had with the Sgérlooking at all of thése -
you know, tie regulation of hedge funds was
that they were —- that they were going to go
too deeply into the strategies and that they
werergoing to inhibit everybody from using

the strategies, and they swore to everybody,
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I mean not literally, but basically they

-assured-Greenspan and the industry that they
were not interested in the strategies, that
that wasn’t what they wanted. They_just
wanted to be able to -- to make sure
primarily that what they were telling clients
in their documentation was the case, that
they weren’t saying they Were‘in the stock
mafket strategy when they were in
commodities, and that they were -- the
valuations were® correct that they were
reporting theif7performance was accurate and
things of tgat sort. 'They said they.really
did not have an§ business going into a -- or
"weren’t going to judge what people’s
strategies were or whether they were --
strategies made any sense or not, but they’re
full of shit, to describe it. _Because as you
can see, if that was really the case, then
they wouléﬁ’t be -- they wouldn’t ask you
anything about a stra£egy. They would just

r

say, okay, yduéknow, this is the -- you know,

. T

the strategy we use, it’s an equity strategy

and we'’re buying equities, we’re not buying
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soybeans. So, you know --

MR. VIJAY: I know it likely won'’t come
up and this is just more for our own

background, but:have you ever been asked or

have you ever considered, you know, given --

given your models and your knowledge in 15
plus year history of sort of inverting it and
putting on a bear spread, would it work or
would it not?

MR. MADOFF: You could. I mean, you
could do -- you could do -- you know, what we
call a bagk spréad.

MR. VIJAY: Right.

MR. MADOFE::You know, you could do that.
You could al%&?d?er weight the étrategy with
puts. .

-MR;.VIJAY: Right.

MR. MADOFF: There's lots of different
things thatryou can do, but basicallvae
found over -- and we used to do that years
ago, but we found thaf the best way to avoid
market risk is to be out of the market.

MR.-VIJAY:TRight, rather than --

MR. MADOFF: Rather than to try and --
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rather than try and make money in a down

market because that’s too -- it’s just too
difficult.

MR. VIJAY:. Mm-mm.

MR. MADOFF: There’s not enough liquidity
when you want tq do that, so basically the
strategy is‘wh%n'we like the market we’re in
the strategy: ‘When we don’t like the market,
we’re out of thé market.

~ MR. VIJAY: Right;

MR. MADOFF: You know, the -- I think -~
let me just see. I thinkv—— I don't -~ I
thiﬁk I pretty much covered everything. Do
you have -- |

_MR. VIJAY::One thing we didn’t include
on the sheét because I -- you know, we
thought we}rgAjUSt here to talk about it

verbally, i%:tﬁé conversation with the

)
¥

commission goes in this direction, we’ll say
about, you know; what sorts of activities or
oversight do we actually, you know, conduct
based on the trade tickets, you know, the

sorts of things we talk about would be, you

know, the risk monitoring. We do feed the
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positions into arithmetrics --

MR. MADOFF: Fine?

VMR. VIJAY: Risk reporting service and
so, you know, we do monitor the exposure by
-- by sector, the Greeks, you know,
sensitivities in the data as well as
(inaudible)? That’s all I think safe stuff,
the standérd stuff. We do monitor on a daily
basis the trading activity againét --— or the
positions agaiﬁgt, you know, the thresholds

rthat we've Sﬁtiined in the operating
agreemeﬁt or the trading authorization, so
tﬁat’s why it’s good to have this ﬁpdated
‘one, and any gimey“in fact, that you know
you’ré updating that'documént it would be
great to gét a copy. |

MR. MADOFF: We should have -- ﬁothing
changed ip the =- the reason -- the reason
you probabiy never got one, and we did send
them out, I waén’t sure whether you got one
or not, but{yégg stuff goes different places,
but the parémeters are identical. You’ll see

if you look at the two documénts nothing is

changed in them, it’s just it was there -- in
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other words the parameters of the options are

the same and_tﬁé-paraméters of the equities
are the same. That hasn’t changed at all.
It is just, as they say, the -- it really
should not -- i% really never should have
been éart of a model document because the
purpose of this document was twofold. Number
one, to establish what the paraméters are,
and so that we did not have diséretion that,
you know, we'’ve agreed these are the pre-set
parameteré aﬁd We’ve agreéd to --

MR. VIJAYEHAbide by them.

MR. MADOF}} &o-abide by them, and it’s
-- and wheh{you?see the ones fbr the -- what

we call the terms and conditions for trading

the -- trading the options, those parameters
are the same, but the issue would be -- or
made -~ the other issue that we had was

wanting to assure ourselves that if all of a
sudden.spmebody gave this -- we found another
fund or another broker that was -- that was
not our client executing the same strategy
uéing our modglﬁ”and again as to what the

value is orgnof} who the hell knows because
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"the reality of it it’s our timing that’s

really the issue and our execution capability
that’s the advantage that we have, but we
wanted that. But the -- so the document --
the model wiLl;hold up to intellectual
property as itzis‘to the equity side, but
they said if you put the o?tiohs in there;
you know, that %ould not hold up, that’s too
broad and then what happens is it sort of --

it changed the intellectual property of the

(inaudible), so we just broke it -- we broke
it out and there’s two —-- two separate -- two
separate documents. And also the reason why

we couldn’t maké the obtion model or the
parameters of the model were exact Was when
it comes-toAégé;ﬁting them it was because it
didn’t have‘cerﬁain liquidity issues in there
which we use,——;we use when we make that
determination. From their sténdpoint ﬁhey’re
not going to give a damn about one way or
another. You have a trading authorization
that tells you what your parameters are for

the equities and what -- you wouldn’t use the

term trading authorization on the models
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because they’re what’s known as standing

instructions, terms and conditions. I think
we label it -- yeah, terms and conditions for
option hedging strategies. Xou’llAsee that.

MR. VIJAY: Right.

MR. MADOFFi That you have —-- as far as
they’re copcerggd, you can say you have» |
standard -- youthave standing parameters that
Madoff has té ééllow when he_eXecutes the
option trade and you also -- yourhave certain
directives that he Has in trading the equity
-~ the equity piece.

MR. VIJAY: I know the options are still
-- I mean, they are all OTC at this stage, so

MR. MADOFF; Yeé, yeah.

MR. VIJAY: So liquidity is imporﬁant on
the listed'couhterpérts when you’re
transacting thé bTC -- OTC options contracts
and —- |

MR. MADQFF: Yeah, those are done with --
those are done with derivative -- with
derivative dealers.

MR. VIJAY: Dealers, okay.
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MR. MADOFF: That basically European Bank

and derivative banks, dealer banks. I‘m just
trying to think. What else. And, you know,
~-I guess ~-- who’s going to be on the call
Amit, just you aﬁd Mark?

MR. VIJAY: I think Mark will be on it:
Both of us will be on it.

'MR. MADOFF: Yeah, I mean, you know with
these guys basically anything you can’t
answer you basically just say I -- yoﬁ khow,
don’t answer;_lYou know, you just say -- you
know, I’m‘juStggot knowledgeabie in that
aspect of ié. Yoﬁ know, if_again, if they
wanted to know ﬁore about the strategy, you
know, they know they can call me.

MR. VIJAY: Right.

MR. MADOFF: They know I'm the executing
broker. They know that you’re not making the

_decisions, so you don’t have to be -- what
you basically saidvjust recently about how
you monitor the risk and you monitor all of
that stuff, thé;’s important. That’s what
your job isfand'that’s what you do and that’s

what -- that’s what today quite frankly what
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investment managers do in all of these fund

"or funds. I mean, that’s what they do. They

don’t -- they’re not -- they’reée not making a
decision when yoﬁ invest whefher or not the
strategy is a géod strategy. I mean,.Mark,
are you —-- ao you guys do that with your
other funds?

MARK: Yeah, we do and Amid is heavily
involved in all those risk calculations for

MR. MADOFF: No, I mean —-— I know the
risk calculations, but I mean you’re not
determining wheéher or not this strategy,
other than from a performance standpoint
you’re not invéi;ed in the execution aspects
of any of th;séf%trategies.

MARK: A1m§§t all of our funds are
managed outside, and we have a sub advisory
relationship. We have one small group at the
end of the hall that run Arlington for us and
that’s two portfolio managers running on one
strategy.

MR. MADOFF; Good, right. So, whateve;.

I mean, you know, look they say -- this —-
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this strategy -- the relationship that we

héve'is been an established relationship for
a long time. The commissién know; how we --
how we operate, and even if they act stupid
on the phone call with you like they’re just
trying to find out all of this information,
you know, théyﬂﬁ?sically -- they should know

all of this unless it’s just, you know, some

people that don’t know anything, but I would

doubt it. You know, because they -- and they
may not know anything when they speak to yéu
tomorrow, but if they wanted to -- but I
think, as ﬁhey say, I —-- my guess would be

from what I think is going on here is

;basically‘that they are -- they’re trying to

establish the relationship between us, and us
couldrbe any‘brgker} you know, and the funds
and the -- Wgéf;ér there’s any sort of cross
dealing, any sort of sharing of profits that
they’ré not éﬁare of, all of thoée things
because they -- the question that went around
on a number of occasions through every broker

that does business, you know, and I've seen

them. Just like when they sent that sweet
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questionnaire, Mark did -- you sent me a long

time ago.

MARK: Yeah.

MR. MADOFF: And they sent others but,
you know, to people in general terms. The
questions théy ali asked were do you invesf
in any of these funds, are you a limited
partner in any‘éf them, do you get
(inaudible) any of this stuff, is there any
infoimatioh shaiing -- all of this type of
Stuff is they %ggt to-kﬁo@ -- and yéu see the
reason th ;ou got a follow up call about
wantinQ to have this call on Wednesday is --
and even therquestions, like you knéw is
there = is Madbff -- YOu know, are there
other funds that are involved and is he --
what’s his relationship with the funds, with
Fairfield, you‘know, and all of this sﬁuff is
-~ is thefé som; other way that we coﬁld

" benefit from the performance that we give you

transactions, the -- are the penny a share
and the dollar a contract on that sort of

stuff, is there anything else that he can
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get? You know, does he get any sort of

performance feg, is there any sort of other
issue like,_ydﬁéknow( like that, you know,
that sort of thing? Even if youAgo back to,
you kdow, the issues like ~- that other
people have raised questions about with this
whole fund area, that’s what they’re looking
at.in here, and'When they -- they -- when
they did an examination for us, they asked
all those_quéstions, which is standard -

standard questiéns and the answer that I gave

them, which are the case, are exactly what

I'm —- I'm giviﬁg you and basically what you
should respéﬁdyfo'them. Obviously, not that

t

we Had a —- we Qidn’t have a conVersation on
all of this stuff; but that’s basically --
that’s what they expecﬁ to hear and but they
Qant to hear it with their own -- and I tell
you, they just -- it’s a typical fishing
expedition that brokerage_firms go thrqugh
all the time and now you guys are going to
wind up éoing through aé a matter of routine.

MR. VIJAY;“Okay, and so —- yeah, the

Commission's'cﬁéfged they might ask if we
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feel that they’re fair and reasonable and of

course at the levels that we talked about. I
think it was up to four cents, right, that’s
what théy'are?

MR. MADOFE: Four cents a share, but
that’s what we?@ét on the equity
transactions, é'dollér a contract on the —-

MR. VIJAY:.Okay. |

MR. MADOFF: On the options and the

treasury bills are -- there’s no fee on

those. Those are just cash managément.

MR. VIJAY: This is a -- I‘mean, it’s
useful because it does -- I mean, this
information is ;lready known to us. There's
nothing new, it.jﬁSt -— it just clarifies and

put into context what the substance of their

-
1

inquiry might gé,‘and I see that it’s about,
you know, eétablishing the relationship and
the role thaﬁ wé each serve and -- you know
and --

MR. MADOFF: Have any opportunity for --
to misuse any information, and that -- you
know, as I say, that’s why when the first

question you’re:asked, I mean, do we call you
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up and tell you what’s going to get into the

strategy or out of the strategy, tﬁat answer
shouldAbe clearly no. |

MR. VIJAY: Absolutely no.

MR. MADOFF: I have to send you up the
new —-- you know, the —-- which is not really
new, but fhe ——>tﬁe other trading -- modified
trading authorization directive and the terms
and conditions for the options, and as I say,
that’s not semééhing_that you have to offer
to give them. They’ve seen iﬁ-anyhow, but as
I say with them you don’'t offer anything
unless they ;—

' MR. VIJAY: Unless they ask.

MR. MADOFF: You know, unless you have no
choice. Mark, is fhere anything‘elsé that
you -—-

MARK: No,'éernie, I should let you know
the call’s now gt 2 o'clock on Wednesday.
Amit will be-ﬁﬁfhere in New fork. We’1ll have
the binders inyéront of us, and I'1l1 be able
to, you knOw; pass him an note or he can

write a question to me if we have any issues

that come up on the call, but we’ll be —-
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we’ll be together for that.

MR. MADOF?;VWho changed the time; you
~did or they didé |

MARK: We did. I wanted to give Amit
time to‘gét up here just so we could --

MR. MADOFF: Okay. |

MARK: I have talked to him, it is a
voluntary call. 1It’s not going to be
recorded. They may --

MR. MADOFF: I'm sorry, I didn’t heaf
you. What? |

MARK : It’§?é voluntary call.

MR. MABOE;;.?ight.

MARK: It isn’t testimony. They're not
-~ 1it’s not éoinglto be -- there won’t be a
transériptf There won’'t be a recording of
it.. They may take notes, that’s about it.

MR. MADOFF: Who told you that; they did
or you asked theﬁ?

MARK: They did. I asked him questions
about it.

MR. MADOEF; Oh, okay. Okay, as far as
you know it’s gust going to bé -~ did they

.

tell you who’s going to be on the call or
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they didn’t?

MARK: They didn’t. I'm -= I'11 touch
base with-her one more time and seerwho this
-- if this examiner’s on and what role he
plays along wiﬁﬁ Simona and Meliésa, the two
staff attérﬁéyé; |

MR. MADOFF: Okay,.well it’s not going to .
matter. You mightAas well wait until they do
it because I guess —-

MARK': Okay.

MR.‘MADOFF: You don’t want them to think
fhat you’'re concerned about anything. With
them you éhould ~- your best off you just be,
you ‘know, casual. | |

MARK: We'te trying. We’re trying to be -

i

cool and to‘juét cooperate and gef it over‘
with and ge£ thém out of here. You know,
answer the qéestion and mo?e on.

MR. MADOFF: Okay, all right, so yoﬁ’ll
give me a call after it’'s finiéhed? |

MARK: Yeah. Amit and I will probably
let you know how it went.

MR. MADOFF: Okay, and it’s going to be 2

o’clock on Wednesday, okay. What else, what
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elSe, what else. Okay.  Okay, I'm going to
send that stuff up to you and I’11 check —-
once you.get it, walk, if you can give me a
call on my cell phone just to let me know
that you got it.

MARK: Sure.

MR. MADOFF;.All right?

MARK: Okay,.Bernie.

MR. MADOFF: Okay, great. Amit, take

care.

94

MR. VIJAY: Thank you, Bernie. Take care

‘then.
MR. MADOFF: Bye.

(Recording stops)
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