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CASE NUMBER: BC429385

CASE NAME: TRUST COMPANY OF THE WEST VS.

JEFFREY GUNDLACH, ET AL

LOS ANGELES, MONDAY, AUGUST 1, 2011

CALIFORNIA

DEPARTMENT 322 HON. CARL J. WEST, JUDGE

APPEARANCES: (AS HERETOFORE NOTED.)

REPORTER: WENDY OILLATAGUERRE, CSR #10978

TIME: 10:35 A.M.

THE COURT: ALL RIGHT. IN THE TCW GUNDLACH

MATTER, ALL MEMBERS OF OUR JURY ARE PRESENT, AS ARE

COUNSEL.

MR. QUINN, YOU MAY CONTINUE YOUR

EHAMINATION OF MR. KALE.

MR. QUINN: THANK YOU, YOUR HONOR.

MR. KALE, I THINK WE WERE TALKING ABOUT

THE MBS DATABASE.

THE WITNESS: YES.

Q. BY MR. QUINN: AND THAT'S SOMETHING THAT

PERMITS YOU TO GENERATE CUSTOMIZED REPORTS CONCERNING

CLIENTS AND THEIR HOLDINGS, AND OTHER INFORMATION LIKE

THAT?

A. YES.

Q. AND IS THIS SOMETHING THAT YOU PERSONALLY HAVE

USED?

A. YES, I HAVE.

Q. YOU SHOULD HAVE BEFORE YOU IN A LITTLE BOH, AN



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

10:37AM

10:37AM

10:38AM

10:38AM

10:38AM

COPYING NOT PERMITTED PURSUANT TO GOVERNMENT CODE SECTION 69954(D)

702

OBJECT THAT'S BEEN MARKED AS EHHIBIT 1500?

A. YES.

Q. AND THAT EHHIBIT IS A HARD DRIVE, CORRECT?

A. YES.

Q. AND HAVE YOU REVIEWED THE CONTENTS OF THAT

HARD DRIVE?

A. YES, I HAVE.

Q. AND DOES THAT HARD DRIVE HAVE ON IT, THE MBS

DATABASE FILES?

A. YES, IT DOES.

Q. AND COULD YOU TELL FROM LOOKING AT THAT, WHAT

TIME PERIOD THAT THAT DATA COVERED, THAT'S ON THAT HARD

DRIVE?

A. YES. THROUGH FALL OF 2009.

MR. QUINN: WE'D OFFER THE HARD DRIVE,

EHHIBIT 1500, YOUR HONOR.

MR. WEINGART: NO OBJECTION.

THE COURT: IT WOULD BE ADMITTED.

(ADMITTED: PLAINTIFF'S 1500.)

Q. BY MR. QUINN: AND THEN IN YOUR BOOK. YOU'VE

GOT EHHIBIT 1500-B.

IS THIS JUST A PORTION OF A TABLE FROM

THE MBS DATABASE RELATING TO LOAN PERFORMANCE

INFORMATION?

A. YES, IT IS.

Q. AND THAT'S TAKEN OFF THAT HARD DRIVE?
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A. YES.

Q. WE OFFER THAT, YOUR HONOR, EHHIBIT 1500-B.

THE COURT: ANY OBJECTION?

MR. WEINGART: NO -- SORRY, YOUR HONOR. I'M

TRYING TO GET TO B.

THE COURT: IT WILL BE ADMITTED.

(ADMITTED: PLAINTIFF'S 1500-B.)

MR. QUINN: AND IF WE COULD JUST DISPLAY THAT,

TO GIVE THE JURY THE TYPE OF INFORMATION THAT WE'RE

LOOKING AT HERE.

Q. BUNCH OF NUMBERS?

A. YES.

Q. BUT ARE THESE USEFUL?

A. YES. THIS IS USEFUL INFORMATION.

Q. CAN YOU EHPLAIN THAT, PLEASE?

A. YES. THE CUSIP COLUMN, WHICH IS THE FIRST

COLUMN, IDENTIFIES THE BOND, SUCH AS WHAT WE'VE BEEN

DISCUSSING.

AND YOU SEE OTHER COLUMNS THERE LIKE

LTV, LTV GREATER THAN 80. THESE ARE COLUMNS DESCRIBING

CHARACTERISTICS OF THE UNDERLYING LOANS FOR THE BOND,

REPRESENTED BY THE CUSIP IDENTIFIER.

Q. WILD GUESS. LTV IS THE LOAN TO VALUE RATIO,

OR SOMETHING LIKE THAT?

A. YES.

Q. AND THERE'S OTHER SIMILAR INFORMATION, ALL
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ABOUT THE UNDERLYING LOANS THAT ARE IN THESE POOLS THAT

SUPPORT THESE MORTGAGE-BACKED SECURITIES; IS THAT

CORRECT?

A. YES.

Q. NOW, ARE THE CONTENTS OF THIS HARD DRIVE, THIS

MBS DATABASE, EHHIBIT 1500, IS THAT INFORMATION THAT'S

GENERALLY KNOWN?

A. NO.

Q. KNOWN OUTSIDE TCW, I MEAN?

A. NO.

Q. WE MAY HAVE GOTTEN CAUGHT IN A DOUBLE NEGATIVE

THERE.

CAN YOU TELL US WHETHER OR NOT THAT

INFORMATION IS KNOWN, THAT PARTICULAR COMPILATION, THAT

DATABASE, IS AVAILABLE OUTSIDE TCW?

A. NO, IT IS NOT.

Q. AND DOES THIS CONTAIN THE FILES OF OVER 20

YEARS WORTH OF CLIENT INFORMATION?

A. A LITTLE LESS THAN 20; BUT YES, IT DOES

CONTAIN THE CLIENT INFORMATION.

Q. AND DOES TCW MAKE EFFORTS TO KEEP THIS

INFORMATION CONFIDENTIAL?

A. YES, IT DOES.

Q. AND DOES IT REGARD THIS TYPE OF INFORMATION,

THE MBS DATABASE, AS CONFIDENTIAL?

A. YES.

Q. IS THAT SOMETHING THAT TCW WOULD EVER SHARE

WITH A COMPETITOR?
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A. NO.

Q. NOW, JUST CHANGING SUBJECTS, IS THERE

SOMETHING CALLED TED, T-E-D?

A. YES.

Q. WHAT IS TED?

A. TED IS A SOFTWARE AND DATABASE THAT WAS

DEVELOPED IN 1993 AND 1994 TO ASSIST TCW WITH THE

PRINTING AND DISTRIBUTION OF CLIENTS' STATEMENTS,

INCLUDING PERFORMANCE INFORMATION FOR THE CLIENTS.

Q. DOES IT MAINTAIN PERFORMANCE INFORMATION?

A. YES.

Q. AND BY "PERFORMANCE INFORMATION," WHAT DO WE

MEAN?

A. WE MEAN THAT INFORMATION THAT TELLS THE

CLIENTS HOW THEIR RETURNS LOOKED, WHETHER OR NOT THEY

MADE OR LOST MONEY ON THOSE INVESTMENTS.

Q. AND DOES IT CONTAIN INFORMATION CONCERNING

PLANS, INVESTMENT PLANS, AS WELL?

A. YES, IT DOES.

Q. DOES IT INCLUDE ANY OTHER TYPE OF INFORMATION?

A. IT DOES INCLUDE CONTACT INFORMATION FOR THOSE

CLIENTS.

Q. AND BY "CONTACT INFORMATION," WE'RE TALKING

ABOUT WHAT, EHACTLY?

A. WE'RE TALKING ABOUT NAME, ADDRESS, PHONE

NUMBER, SALUTATION, LIKE MR. AND MRS., JUST INFORMATION

ABOUT EACH OF THE CONTACT OF THE CLIENTS.

Q. DOES IT ALSO CONTAIN PRIVATE CLIENT
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INFORMATION?

A. IT DOES, YES.

Q. WHAT WOULD BE THE EHAMPLES OF THAT?

A. TAH ID WOULD BE THE ONE THAT COMES TO MIND.

Q. AND FOR INDIVIDUALS, SOCIAL SECURITY NUMBERS

AS WELL?

A. I DON'T BELIEVE IT CONTAINS SOCIAL SECURITY

NUMBERS.

Q. WHEN WAS -- WAS THIS TED, THIS ENTERPRISE

DATABASE, SOMETHING THAT WAS CREATED AT TCW?

A. YES, IT WAS.

Q. BY TCW EMPLOYEES?

A. YES.

Q. AND I THINK YOU SAID THIS STARTED BACK IN THE

'93 -- '94 TIME PERIOD?

A. YES, IT DID.

Q. IS THAT SOMETHING THAT'S BEEN CONTINUOUSLY

UPDATED SINCE THEN?

A. YES, IT HAS.

Q. HAVE YOU PERSONALLY USED IT?

A. YES.

Q. AND CAN YOU TELL THE JURY HOW MANY YEARS WORTH

OF CLIENT DATA THIS DATABASE NOW INCLUDES?

A. LET'S SEE, AROUND ABOUT 17 YEARS.

Q. YOU SHOULD HAVE BEFORE YOU THERE, WITH ANY

LUCK, A CD MARKED EHHIBIT 1502.

DO YOU SEE A CD THERE, 1502?

A. YES -- I DID. HERE IT IS.
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Q. AND HAVE YOU REVIEWED THE CONTENTS OF THAT CD?

A. YES, I HAVE.

Q. AND DOES THAT CONTAIN THE CONTACT DATABASE

FILE INFORMATION FROM TED?

A. YES, IT DOES.

Q. AND CAN YOU TELL US WHAT TIME PERIOD THAT --

THE DATA ON THAT CD COVERS?

A. YES. IT COVERS THROUGH 2009.

Q. WE WOULD OFFER EHHIBIT 1502, YOUR HONOR.

THE COURT: ANY OBJECTION?

MR. WEINGART: NO, YOUR HONOR.

THE COURT: IT WILL BE ADMITTED.

Q. BY MR. QUINN: AND THEN YOU SHOULD HAVE A TAB

1502(D). MY NOTES SAY, 1502(D).

DO YOU HAVE THAT THERE?

A. YES.

Q. AND CAN YOU TELL US WHAT THAT IS?

A. YES. THIS IS THIS CLIENT TABLE FROM THE TED

DATABASE.

Q. OR AN EHCERPT FROM IT?

A. YES.

Q. OFFER THAT, YOUR HONOR.

THE COURT: ANY OBJECTION?

MR. WEINGART: NO, YOUR HONOR.

THE COURT: IT WILL BE ADMITTED.

(ADMITTED: PLAINTIFF'S 1502-D.)
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MR. QUINN: IF WE COULD DISPLAY THAT.

Q. AND DOES THIS CONTAIN, THIS TABLE CONTAIN

CLIENT ID NUMBERS?

A. YES.

Q. INCLUDING, IN SOME INSTANCES, TAH

IDENTIFICATION, CLIENT TAH IDENTIFICATION NUMBERS?

A. YES.

Q. DO YOU CONSIDER THIS INFORMATION ON TED'S

SYSTEM -- DO YOU CONSIDER THAT INFORMATION CONFIDENTIAL

AT TCW?

A. YES.

Q. AND IS IT MAINTAINED AS CONFIDENTIAL?

A. YES.

Q. IS THIS DATABASE, THIS ASSEMBLAGE OF

INFORMATION, IS THAT AVAILABLE ANYWHERE OUTSIDE OF TCW?

A. NOT TO MY KNOWLEDGE.

Q. IS THIS INFORMATION THAT YOU WOULD EVER

PROVIDE TO A COMPETITOR?

A. NO.

Q. OKAY.

CHANGING SUBJECTS NOW.

IS THERE A SYSTEM AT TCW KNOWN AS THE

INVESTMENT REPORTING AND ANALYSIS SYSTEM, OR IRA?

A. YES.

Q. WHAT IS IRA?

A. IRA CONTAINS A COLLECTION OF PROGRAMS THAT

ENABLES THE TRADERS TO LOOK AT BONDS AND THE UNDERLYING

COLLATERAL.
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Q. SO IS THIS PART OF WHAT YOU REFERRED TO AS

THOSE ANALYTICS?

A. YES.

Q. AND IS THIS ONE COMPUTER PROGRAM, OR DOES IT

REALLY REPRESENT SEVERAL DIFFERENT COMPUTER PROGRAMS?

A. IT IS A COLLECTION OF SEVERAL DIFFERENT

PROGRAMS.

Q. WAS IT CREATED AT TCW?

A. YES.

Q. BY TCW EMPLOYEES?

A. YES.

Q. CAN YOU IDENTIFY SOME OF THEM FOR US?

A. YES. BING BING YU PARTICIPATED, CASEY MOORE,

AND QUITE A FEW PEOPLE IN OUR CORPORATE I.T.

DEPARTMENT.

Q. OVER WHAT PERIOD OF TIME WAS THE IRA SYSTEM

CREATED?

A. PRIMARILY BETWEEN 2008 AND 2009.

Q. AND WAS THERE A PARTICULAR GOAL OR -- THAT YOU

HAD IN TRYING TO DEVELOP THIS IRA PROGRAM?

A. YES.

Q. AND WHAT WAS THAT?

A. WE HAD SOME CHANGES THAT WERE OCCURRING IN THE

MARKETPLACE THAT ENCOURAGED US TO LOOK FOR WAYS THAT WE

COULD PULL TOGETHER THE RIGHT LOANS WITH THE RIGHT

BONDS FOR THE ANALYTICS THAT WE WANTED TO LOOK AT.

Q. WHAT DO YOU MEAN, "PULL TOGETHER THE RIGHT

LOANS FOR THE RIGHT BONDS"? I THOUGHT THE LOANS WERE
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ALREADY IN THESE POOLS.

YOU ARE NOT REARRANGING THEM IN THE

POOLS, ARE YOU?

A. NO. THERE WERE MANY DIFFERENT POOLS THAT WERE

ASSOCIATED WITH BONDS. AND WHEN WE WERE LOOKING TO

FIND A GOOD SOURCE OF THAT INFORMATION, WE FOUND THAT

IN MANY CASES, IT WAS INCOMPLETE, FROM THE VENDORS WE

WERE DEALING WITH; SO WE WANTED TO COME UP WITH A WAY

TO MAKE SURE WE HAD THE RIGHT LOANS FOR THE BONDS THAT

WE WERE EVALUATING.

Q. ALL RIGHT. AND WHY IS THAT IMPORTANT -- IT

MAY BE KIND OF OBVIOUS, BUT WHY IS IT IMPORTANT TO

IDENTIFY -- MAKE SURE YOU KNOW YOU -- IDENTIFY AND

EVALUATE A PARTICULAR LOAN ASSOCIATED WITH A PARTICULAR

BOND?

A. AS WE TALKED ABOUT EARLIER, THE PRINCIPAL AND

INTEREST PAYMENTS FROM THESE LOANS FLOW THROUGH IN THE

MORTGAGE-BACKED SECURITY, SO IT REALLY AFFECTS THE

VALUE OF THAT MORTGAGE-BACKED SECURITY.

Q. BUT IT TERMS OF EVALUATING THESE LOANS, WHAT

IS IT THAT YOU ARE TRYING TO MAKE SURE YOU UNDERSTAND

ABOUT THE LOANS AND THEIR RELATIONSHIP WITH THE BONDS?

A. WE NEED TO KNOW WHICH LOANS ARE PAYING IN THE

EHPECTED WAY, VERSUS WHICH LOANS ARE FALLING BEHIND ON

PAYMENTS, AND OTHERWISE REDUCING THE VALUE OF THE BOND.

Q. AND DO YOU WANT TO MAKE SURE THAT YOU ARE

LOOKING AT THE RIGHT LOANS AS BEING ASSOCIATED WITH

PARTICULAR BONDS?
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A. YES. IF YOU ARE NOT LOOKING AT THE RIGHT

LOANS, YOU MAKE ASSUMPTIONS ABOUT THE BOND THAT ARE

INCORRECT.

Q. AND HOW DO THE FOLKS AT TCW WHO ARE ACTUALLY

INVOLVED IN MAKING THESE INVESTMENT DECISIONS, USE THIS

TYPE OF INFORMATION, WHEN THEY ARE EVALUATING THE LOANS

THAT UNDERLIE THE BONDS?

MR. WEINGART: LACK OF FOUNDATION, YOUR HONOR.

THE COURT: SUSTAINED.

Q. BY MR. QUINN: DO YOU KNOW HOW THIS

INFORMATION IS USED BY THE PEOPLE WHO MAKE INVESTMENT

DECISION IN THE MORTGAGE-BACKED SECURITIES GROUP?

A. YES.

Q. AND HOW IS IT THAT YOU KNOW THAT?

A. BECAUSE WE WROTE THE PROGRAMS, BASED ON THEIR

REQUESTS.

Q. AND DID YOU WORK WITH THEM IN DEVELOPING THE

PROGRAMS?

A. YES.

Q. AND THEY TOLD YOU WHAT THEY NEEDED TO KNOW,

WHAT THEY ARE LOOKING FOR?

A. YES.

Q. AND YOU WORKED BACK AND FORTH IN ORDER TO TRY

TO MEET THEIR NEEDS?

A. YES.

Q. SO WITH THAT BACKGROUND, HOW IS THIS IRA

SYSTEM USED BY THE PEOPLE AT TCW WHO ARE MAKING

INVESTMENT DECISIONS ON BEHALF OF PENSION PLANS, CHURCH
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GROUPS, AND THE LIKE?

A. WELL, THEY USED IT TO LOOK AT THE AGGREGATED

INFORMATION FROM ALL THESE LOANS. AND THE PROCESSING

THAT HAPPENED OVERNIGHT TOOK ALL OF THE LOANS BEHIND

THE BONDS, AND GAVE US, IN ADVANCE, THE EQUIVALENT OF

THE FULL INVENTORY OF THE -- OUR MBS BONDS AVAILABLE.

Q. YOU SAID A LOT THERE.

YOU SAID SOMETHING IS DONE OVERNIGHT.

COULD YOU EHPLAIN TO THE JURY WHAT'S

DONE OVERNIGHT?

A. SURE. WE HAD ABOUT 20 MILLION LOANS THAT WERE

BEHIND THE BONDS THAT WE WERE LOOKING AT. AND EACH

NIGHT, WE HAD A COMPUTER PROGRAM THAT CYCLED THROUGH

ALL OF THESE LOANS FOR OVER 15 YEARS OF HISTORY; SO

THAT REALLY CAME OUT TO ABOUT A BILLION RECORDS OF

HISTORICAL LOAN DATA. AND THEN WE MATCHED THAT UP WITH

OVER A HUNDRED THOUSAND BONDS.

AND SO AT THE START OF THE BUSINESS DAY,

WHEN WE STARTED RECEIVING A LIST OF THE BONDS THAT WERE

AVAILABLE TO PURCHASE, WE HAD ALREADY PRE-COMPUTED ALL

OF THE STATISTICS THAT THE TRADERS CARED ABOUT SO MUCH,

USING THE ALGORITHMS THAT WERE IN OUR PROGRAM.

Q. NOW, DOES THIS PROCESS HELP YOU IDENTIFY WHICH

BONDS ARE RISKIER THAN OTHERS?

A. YES.

Q. AND DOES THAT HAVE SOME RELATIONSHIP TO WHAT'S

A FAIR PRICE?

A. YES, IT DOES.
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Q. CAN YOU EHPLAIN THAT?

A. YES. BY LOOKING AT HOW ALL OF THESE LOANS

HAVE BEEN PERFORMING; OR IN OTHER WORDS, ARE THERE

INTEREST PAYMENTS AND PRINCIPAL AMOUNTS COMING IN AS

EHPECTED? WE'RE ABLE TO SEE NOT ONLY HOW HAS THE BOND

PERFORMED, BUT WE ARE ALSO ABLE TO GET THE NECESSARY

DETAILS THAT WE NEED TO UNDERSTAND HOW IT MIGHT PERFORM

IN THE FUTURE.

Q. AND HOW DID THAT AFFECT PRICING DECISIONS OR

HOW MUCH TO BID FOR A BOND?

MR. WEINGART: OBJECTION, YOUR HONOR,

FOUNDATION.

THE COURT: SUSTAINED.

Q. BY MR. QUINN: AGAIN, DO YOU KNOW HOW THAT

AFFECTS PRICING DECISIONS AND HOW MUCH A TRADER WILL

BID FOR A BOND?

A. I KNOW THAT THAT INFORMATION PROVIDES THE

BASIS FOR THE TRADER'S ANALYSIS.

Q. DID YOU FEEL LIKE HAVING THIS CAPABILITY, WITH

THESE NUMBERS ALREADY CRUNCHED AND RECRUNCHED EVERY

DAY, FOR 20 MILLION -- WHAT DID YOU SAY? -- 20 MILLION

LOANS?

A. OVER 20 MILLION LOANS.

Q. -- EVERY NIGHT, DID YOU FEEL THAT THAT GAVE

TCW A COMPETITIVE ADVANTAGE IN BEING ABLE TO DO THAT?

A. YES.

MR. BRIAN: OBJECTION, FOUNDATION, YOUR HONOR.

THE COURT: SUSTAINED. I'LL STRIKE THE
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RESPONSE.

Q. BY MR. QUINN: WELL, DID YOU, FROM TIME TO

TIME, HAVE AN OCCASION TO TALK TO PEOPLE AT OTHER

COMPANIES IN THIS BUSINESS?

A. YES.

Q. AND DID YOU RECEIVE PRESENTATIONS FROM

VENDORS --

A. YES.

Q. -- TRYING TO SELL YOU OTHER SYSTEMS?

A. YES.

Q. AND DID YOU EVER GET A PRESENTATION FROM ANY

VENDOR WHO TOLD YOU THAT THEY HAD THE SAME

CAPABILITIES?

A. NO.

Q. DID YOU EVER LEARN ABOUT ANY COMPETITOR THAT

HAD THE SAME CAPABILITIES?

A. NO.

Q. DID YOU EVER HEAR FROM PEOPLE THAT THEY

THOUGHT TCW'S SYSTEM WAS ABOUT THE BEST THEY'D EVER

SEEN?

MR. WEINGART: OBJECTION, HEARSAY, YOUR HONOR.

THE COURT: SUSTAINED.

Q. BY MR. QUINN: WELL, WERE YOU ON THE TEAM THAT

PUT THIS IRA TOGETHER?

A. YES.

Q. AND HOW MUCH DATA WAS IN THIS GIANT DATABASE,

IN TERMS OF YOU ALL TALK IN TERMS OF GIGABYTES AND

BYTES OF THIS AND BYTES OF THAT.
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HOW MANY BYTES ARE IN THAT?

A. ALMOST THREE TERABYTES.

Q. AND A TERABYTE IS -- IS THERE SOME WAY YOU CAN

GIVE US AN IDEA WHAT A TERABYTE IS? IT SOUNDS LIKE A

BITE YOU GET FROM A DINOSAUR.

A. PROBABLY NOT ENOUGH TIME TO GO INTO DETAIL;

BUT IT IS A TREMENDOUS AMOUNT OF DATA, A THOUSAND

GIGABYTES. AND A GIGABYTE IS A THOUSAND MEGABYTES.

IT'S REALLY A VERY LARGE AMOUNT OF DATA. AND IT'S THE

LARGEST DATABASE AT TCW, AND IN TCW'S HISTORY.

Q. DO YOU KNOW APPROHIMATELY HOW MANY LOAN

RECORDS, BALLPARK?

A. BALLPARK FOR ONE MONTH, THERE WAS OVER TWENTY

MILLION LOAN RECORDS. AND FOR THE FULL 15 YEARS,

THERE'S ABOUT OVER A BILLION RECORDS.

Q. COVERING ABOUT 20 MILLION LOANS?

A. YEAH, ABOUT 20 MILLION LOANS.

Q. AND THEN ONCE YOU HAD ASSEMBLED ALL THAT DATA,

WHAT'S THE NEHT STEP IN DEVELOPING THIS IRA PROGRAM?

A. AS WE MENTIONED, THE MAPPING PROCESS THAT

TAKES THOSE TWENTY MILLION LOANS, AND MAPS THEM TO OVER

A HUNDRED THOUSAND BONDS. AND THAT'S THE POINT AT

WHICH OUR ALGORITHMS RUN EACH NIGHT TO GENERATE THE

STATISTICS.

Q. NOW, IN DESIGNING THIS, I ASSUME YOU DON'T

RECRUIT PEOPLE FROM THE LEGAL DEPARTMENT TO HELP YOU

OUT IN THIS PROCESS?

A. NO.
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Q. CAN YOU GIVE THE JURY SOME IDEA OF WHAT THE

TECHNICAL BACKGROUNDS ARE FOR THE PEOPLE WHO CREATE

THIS PROGRAM?

A. YES. I WON'T GO THROUGH ALL OF THEM, BUT THE

PRIMARY ROLES INVOLVE PEOPLE THAT HAVE THE ABILITIES TO

WRITE C#.NET CODE, BASICALLY A MICRO-COST CODING

LANGUAGE. AND ALSO INDIVIDUALS WHO KNOW ABOUT SQL

DATABASES, WHICH IS ANOTHER MICROSOFT DATABASE

LANGUAGE.

AND THOSE INDIVIDUALS, THE ONES THAT

WERE ON MY TEAM, ALSO HAD SOME BUSINESS KNOWLEDGE. ONE

HAS AN ECONOMICS DEGREE. AND IT WAS IMPORTANT THAT

THOSE INDIVIDUALS HAD BOTH THE TECHNICAL EHPERIENCE AND

AN ABILITY TO UNDERSTAND THE BUSINESS.

Q. BUT DID YOU HAVE PEOPLE WITH PHD'S?

A. YES, WE DID.

Q. THAT WORKED ON THIS.

A. NOT ON MY TEAM, BUT WE WORKED VERY CLOSELY

WITH THE RISK MANAGEMENT TEAM AND INDIVIDUALS WITH

PHD'S IN MATH AND PHYSICS.

Q. FIRST OFF, YOU MENTIONED AN ALGORITHM.

WHAT IS AN ALGORITHM?

A. AN ALGORITHM IS A PROCESS OF CALCULATION THAT

LETS YOU GENERATE A STATISTIC.

Q. SO WE THINK OF THAT AS A FORMULA OR

CALCULATION, OR SOMETHING LIKE THAT?

A. YES.

Q. AND IN THIS IRA PROGRAM, HOW MANY DIFFERENT
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ALGORITHMS DID YOU HAVE THAT YOU APPLIED TO THIS

DATABASE?

A. WE HAD OVER 120.

Q. AND WERE THESE ALGORITHMS CREATED AT TCW?

A. YES.

Q. AND DID YOU RUN ALL THESE ALGORITHMS, THE 150,

OR WHATEVER NUMBER IT IS, EVERY SINGLE NIGHT AGAINST

THE ENTIRE DATABASE?

A. YES.

Q. AND WHY WOULD DO YOU THAT?

A. BECAUSE AS YOU CAN IMAGINE, TO ANALYZE TWENTY

MILLION LOANS, AND A BILLION RECORDS OF INFORMATION,

WOULD TAKE A VERY LONG TIME. AND IN THE MORNING, WHEN

THE BROKERS PROVIDED THESE BIDS, THESE BID LISTS FOR

OUR INVESTORS, THEY WANTED TO VERY QUICKLY BE ABLE TO

EVALUATE THOSE BONDS.

Q. IS SPEED IMPORTANT IN MAKING TRADING

DECISIONS?

MR. WEINGART: OBJECTION, FOUNDATION.

THE COURT: SUSTAINED.

Q. BY MR. QUINN: DO YOU KNOW WHETHER OR NOT

SPEED IS IMPORTANT IN MAKING TRADING DECISIONS?

A. YES.

Q. HOW DO YOU KNOW WHAT YOU KNOW?

A. FROM SPEAKING WITH THE TRADERS.

Q. ALL RIGHT. AND DO YOU ACTUALLY -- YOU HAVE

BEEN ON THE TRADING FLOOR AND SEEN THEM DO THEIR WORK?

A. YES. I HAD A SEAT ON THE TRADING FLOOR.
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Q. AND SO IS SPEED IMPORTANT?

A. YES.

Q. WHY?

A. SPEED -- FOR ONE, THE BID LISTS ARE DUE AT

SPECIFIC TIMES THROUGHOUT THE DAY IN THIS MARKET. AND

IF YOU HAVE THE ABILITY TO SPEND MOST OF THE TIME ON

THE PRICING PROCESS, RATHER THAN JUST COLLECTING ALL

THIS DATA. AND IF YOU GET A VERY QUICK UNDERSTANDING

OF THE COLLATERAL, YOU CAN SPEND MORE TIME COMING UP

WITH THE RIGHT PRICE.

Q. THE COLLATERAL BEING THE LOAN IN THIS PRICE?

A. THAT'S CORRECT.

Q. THE MORTGAGE LOAN?

A. THAT'S RIGHT.

Q. SO ONCE YOU HAD ALL THIS, I ASSUME THERE ARE

COMPETITORS. TCW IS NOT THE ONLY ONE OUT IN THE MARKET

RESPONDING TO THESE BID LISTS, RIGHT?

A. YES.

Q. SO ONCE YOU HAVE ALL THIS DATA COLLECTED,

SIFTED, YOU HAVE RUN THE ALGORITHMS THROUGH IT EVERY

NIGHT, WHAT'S THE NEHT STEP?

A. WELL, THE NEHT STEP IS, THE TRADERS USE ALL

THAT INFORMATION AND MATCH IT UP WITH THE BONDS THAT

ARE AVAILABLE TO BID, AND THEN THEY DO -- THEY SELECT A

HANDFUL OF SECURITIES FROM THE HUNDREDS OR THOUSANDS

AVAILABLE, AND THEY DO A DEEP DIVE ON THOSE SECURITIES,

TO REALLY USE -- THEY USED A TOOL WE CALLED SECURITY

ANALYZER, TO GO IN AND LOOK IN DETAIL AT ALL OF THESE
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COLLATERAL LOANS.

Q. ALL RIGHT. WE'LL COME TO THAT.

BUT IS THERE SOMETHING THAT IS CALLED

THE GLOBAL DATA INSIGHTS, OR GDI?

A. OH, YES THERE IS.

Q. WHAT IS THE GDI?

A. AS I MENTIONED PREVIOUSLY, THIS VERY LARGE

DATABASE, GDI WAS A MUCH SMALLER DATABASE, DESIGNED

SPECIFICALLY FOR SPEED.

Q. AND CAN YOU EHPLAIN HOW THAT WORKED WITH THE

LARGER DATABASE?

A. YES. SO THE LARGER DATABASE CONTAINED ALL OF

THE LOANS. BUT TO REALLY ACHIEVE THE FASTEST SPEED, WE

HAD A SMALLER DATABASE THAT CONTAINED ALL OF THE BONDS

AND THE CHARACTERISTICS, STATISTICS THAT HAD BEEN

COMPUTED BY THE ALGORITHMS. AND THAT WAS WHAT WAS

MOVED INTO THE SMALLER DATABASE, IN ADDITION TO OUR

PORTFOLIO HOLDINGS AND OTHER INFORMATION.

Q. SO THE RESULTS OF THE NUMBER CRUNCHING

OVERNIGHT ARE THEN UPLOADED; IS THAT CORRECT?

A. YES.

Q. IS THAT THE RIGHT TERM?

A. YES, TRANSFERRED.

Q. TRANSFERRED TO THIS OTHER DATABASE?

A. YES.

Q. FOR REASONS OF SPEED?

A. YES.

Q. AND IS THAT SOMETHING THAT WAS ALSO CREATED AT
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TCW?

A. YES, IT WAS.

Q. DID YOU HAVE A PROGRAM THAT YOU HAD CREATED AT

TCW TO ALLOW THE TRADERS TO ACCESS THE INFORMATION IN

THIS OTHER SPEEDIER DATABASE, THE GLOBAL DATA INSIGHT

DATABASE?

A. YES.

Q. WHAT WAS THAT CALLED?

A. THAT WAS CALLED THE IRA SOFTWARE PROGRAM, THAT

CONTAINED ALL OF THESE OTHER PROGRAMS.

Q. WAS THERE ALSO SOMETHING CALLED A BWIC

BROWSER?

A. YES. BWIC BROWSER IS ONE OF THE PROGRAMS IN

IRA.

Q. ALL RIGHT. AND BWIC SOUNDS LIKE AN ACRONYM

FOR SOMETHING.

A. YES.

Q. AND WHAT IS THAT AN ACRONYM FOR?

A. BIDS WANTED IN COMPETITION.

Q. AND WHAT DOES THAT MEAN?

A. IT JUST REFERS TO THE LIST OF BONDS AVAILABLE

TO BID.

Q. SO THIS IS A LIST THAT COMES UP THAT'S

AVAILABLE EVERY DAY?

A. YEAH. THESE ARE COMPILATIONS OF LIFTS FROM

THE BROKERS AT OUR TRADING DESK, COMPILED INTO THE BWIC

BROWSER.

Q. AND WHAT DOES THE BWIC BROWSER ENABLE TRADERS
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TO DO?

A. IT ENABLES TRADERS TO ORGANIZE ALL THE BIDS

THAT THEY ARE GETTING THROUGH THEIR E-MAILS, AND VERY

QUICKLY SEE ALL OF THE STATISTICS THAT HAVE BEEN

COMPUTED FOR THE BONDS, AND NARROW THEM DOWN TO THE FEW

BONDS THAT THEY ACTUALLY WANT TO ANALYZE FOR PURCHASE.

Q. AND WAS THE BWIC BROWSER CREATED AT TCW?

A. YES, IT WAS.

Q. BY TCW EMPLOYEES?

A. YES.

Q. CAN YOU IDENTIFY THEM?

A. YES. CASEY MOORE, BING BING YU, WERE THE

PRIMARY DEVELOPERS. AND THEN THERE WERE QUITE A FEW

OTHERS IN OUR I.T. GROUP.

Q. HAVE YOU USED THIS BWIC BROWSER YOURSELF?

A. YES, I HAVE.

Q. AND DOES THIS PERMIT THE TRADER TO SEE THE

BONDS THAT ARE AVAILABLE TO PURCHASE AND ALSO PROVIDE

THE TRADER WITH THESE PRE-COMPUTED STATISTICS THAT HAVE

COME OUT OF THIS NUMBER CRUNCHING OVERNIGHT WITH

RESPECT TO EACH OF THE INDIVIDUAL BONDS THAT ARE BEING

OFFERED FOR SALE?

A. YES, IT DOES.

Q. DOES THAT PROVIDE A BENEFIT TO THE TRADER?

A. YES, IT DOES. IT ALLOWS THEM TO VERY QUICKLY

ASSESS THE COLLATERAL LOANS BEHIND THE BONDS, AND THEN

SPEND THEIR TIME ON HIGHER VALUE ADDED TRADING

ANALYSIS.
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Q. BY MR. QUINN: ALL RIGHT.

ONCE A TRADER HAS FOCUSED ON A BOND THAT

HE OR SHE IS INTERESTED IN, WHAT DO THEY NEHT DO?

A. THEY USE THE SECURITY ANALYZER SOFTWARE TO

LOOK AT THE COLLATERAL LOANS.

Q. SO SECURITY ANALYZER, IS THAT THE NAME OF A

PROGRAM?

A. YES.

Q. AND WAS THAT DEVELOPED AT TCW, BY TCW

EMPLOYEES?

A. YES.

Q. AND WHAT DOES IT DO?

A. IT PROVIDES A DRILL THROUGH TO ALL THE LOAN

INFORMATION UNDERLYING THE BOND. IT SHOWS THAT LOAN

INFORMATION -- IT'S CALLED STRATIFICATION, THAT SHOWS

THE LOANS IN DIFFERENT GROUPINGS, AND THE PERFORMANCE

FOR THOSE GROUPINGS. AND IT ENABLES THE ANALYST AND

THE TRADER TO GET A VERY GOOD IDEA OF WHAT'S HAPPENING

WITH THE COLLATERAL LOANS BEHIND THAT BOND.

Q. IF YOU COULD LOOK, THERE SHOULD BE A CD IN

FRONT OF YOU LABELED EHHIBIT 1495.

HAVE YOU FOUND IT, 1495?

A. YES.

Q. AND HAVE YOU REVIEWED THE CONTENTS OF THAT CD,

1495?

A. YES, I HAVE.

Q. AND DOES THIS CD HAVE ON IT, THE FILES FOR THE

BWIC BROWSER AND THE SECURITY ANALYZER PROGRAMS
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DEVELOPED AT TCW?

A. YES. IT HAS MANY OF THOSE FILES.

Q. WE'D OFFER EHHIBIT 1495.

THE COURT: ANY OBJECTION?

MR. WEINGART: COULD I ASK FOR SOME FOUNDATION

AS TO TIME, YOUR HONOR?

THE COURT: YES.

Q. BY MR. QUINN: TO WHAT TIME PERIOD DO THESE

FILES RELATE?

A. THIS IS FALL OF 2009.

MR. QUINN: I'D OFFER IT, YOUR HONOR.

MR. WEINGART: NO OBJECTION.

THE COURT: ALL RIGHT. IT WILL BE ADMITTED.

(ADMITTED: PLAINTIFF'S 1495.)

Q. BY MR. QUINN: AND THEN WE HAVE 1495-A AND

1495-B, AND THEN SOME OTHER PAGES BEHIND THERE.

LOOKING FIRST AT EHHIBIT 1495, IS THIS

PART OF THE SOURCE CODE FOR THE SECURITY ANALYZER?

A. YES, IT IS.

THE COURT: WAIT. WAIT. 1495 WAS THE CD?

MR. QUINN: 1495-A. I APOLOGIZE, YOUR HONOR.

THE COURT: THAT'S FINE.

Q. BY MR. QUINN: 1495-A, IS THAT A PRINTOUT OF

SOME OF THE SOURCE CODES FOR THE SECURITY ANALYZER?

A. YES.

Q. WHAT IS A SOURCE CODE?
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A. SOURCE CODES ARE THE PROGRAMMING SCRIPTS AND

COMMANDS THAT MAKE UP THE SOFTWARE.

Q. THE INSTRUCTIONS THAT TELL A COMPUTER WHAT TO

DO?

A. YES.

Q. WE'D OFFER EHHIBIT 1495-A AND B.

THE COURT: ANY OBJECTION?

MR. WEINGART: NO OBJECTION.

THE COURT: THEY'LL BE ADMITTED.

(ADMITTED: PLAINTIFF'S 1495-A AND B.)

MR. QUINN: IF WE COULD PUT 1495-A UP THERE,

THIS IS SOME OF WHAT YOU ARE REFERRING TO AS --

Q. THIS LOOKS LIKE GIBBERISH TO ME, BUT THIS IS

SOURCE CODE --

A. YES, IT IS.

Q. -- FOR THE SECURITY ANALYZER?

AND THEN IF WE COULD LOOK AT 1495-B, IS

THAT MORE OF THE SOURCE CODE FOR THE SECURITY ANALYZER?

A. YEAH. THIS IS PART OF THE IRA SOURCE CODE.

Q. IT'S THE IRA SOURCE CODE, ITSELF; IS THAT

CORRECT?

A. YES.

Q. AND THEN I HAVEN'T YET OFFERED, BUT IF YOU

WOULD LOOK IN THE BOOK AT 1495-C, MY QUESTION TO YOU

WOULD BE WHETHER THAT'S PART OF THE SOURCE CODE WRITTEN

AT TCW FOR THE BWIC BROWSER?
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A. YES, IT IS.

MR. QUINN: WE'D OFFER 1495-C, YOUR HONOR.

MR. WEINGART: AGAIN, YOUR HONOR, COULD I ASK

FOR FOUNDATION AS TO TIME?

Q. BY MR. QUINN: AGAIN, A TIME PERIOD FOR THIS?

A. YES, THIS IS NOVEMBER OF 2009 TIME FRAME.

MR. WEINGART: NO OBJECTION.

THE COURT: IT WILL BE ADMITTED.

(ADMITTED: PLAINTIFF'S 1495-C.)

MR. QUINN: IF WE COULD DISPLAY 1495-C.

Q. THIS IS BWIC BROWSER SOURCE CODE?

A. YES.

Q. NOW, IF YOU DIDN'T HAVE THE BWIC BROWSER AND

THE SECURITY ANALYZER TO DRILL -- THIS AUTOMATIC

CAPABILITY TO DRILL DOWN, DO YOU HAVE ANY IDEA HOW LONG

IT WOULD TAKE TO ASSEMBLE THIS INFORMATION, WHEN YOU

ARE PRESENTED WITH A BONDS AVAILABLE FOR BID LIST?

MR. WEINGART: OBJECTION. FOUNDATION.

THE COURT: SUSTAINED.

Q. BY MR. QUINN: YOU INDICATED THAT YOU HAD A

SEAT ON THE TRADING FLOOR YOURSELF?

A. YES.

Q. AND YOU ARE FAMILIAR WITH THE TRADING PROCESS?

A. YES.

Q. AND YOU KNOW ABOUT THIS BONDS AVAILABLE FOR

BID PROCESS, THAT -- BONDS THAT ARE IDENTIFIED AS BEING
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FOR SALE?

A. YES.

Q. AND YOU ARE FAMILIAR WITH THE ANALYSIS AND

CALCULATIONS THAT TRADERS NEED TO DO BEFORE THEY CAN

DECIDE WHETHER TO BID?

A. YES.

Q. AND CAN YOU GIVE US AN ESTIMATE, HOW LONG IT

WOULD TAKE TO DO THAT, IF YOU DIDN'T HAVE THIS

AUTOMATED CAPABILITY?

A. YES. IT WOULD TAKE HOURS, JUST FOR THE BONDS

FOR THAT DAY. IT COULD TAKE MUCH LONGER FOR ALL THE

BONDS.

Q. ARE THE BWIC BROWSER AND THE SECURITY

ANALYZER, ARE THOSE THINGS THAT ARE REGARDED AS

CONFIDENTIAL, AT TCW?

A. YES.

Q. AND THE SORT OF THINGS THAT YOU WOULD -- WOULD

YOU SHARE THEM WITH A COMPETITOR?

A. NO.

Q. AND DID THEY ENABLE TCW'S TRADERS TO WORK

BETTER AND FASTER?

A. YES.

Q. BETWEEN -- CAN YOU GIVE US A ROUGH

APPROHIMATION, BETWEEN 2008 AND 2009, WHAT THE FACE

VALUE OF THE BONDS WERE THAT THE IRA SYSTEM PROCESSED?

A. YES.

IN LOOKING AT THE LOGS FOR THE BWIC

BROWSER, WE SAW 330 BILLION, APPROHIMATELY, DOLLARS OF
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FACE VALUE THAT HAD BEEN LISTED IN THE SYSTEM.

Q. ALL RIGHT. AND BY "LISTED IN THE SYSTEM," YOU

DON'T MEAN THAT THE TRADER ACTUALLY PURCHASED THAT

MANY?

A. RIGHT.

Q. RIGHT. YOU ARE SAYING THAT THAT'S ROUGHLY THE

FACE VALUE, JUST FROM THOSE TWO YEARS, OF THE BONDS

THAT WERE RUN THROUGH THE SYSTEM AND EVALUATED, AND FOR

WHICH DATA WAS COLLECTED; IS THAT TRUE?

A. THAT'S CORRECT.

Q. AND CAN YOU TELL US, OF THOSE 330 BILLION,

BALLPARK, HOW MUCH, OR HOW MANY, DURING THOSE TWO

YEARS, DID TCW BUY FOR ITS CLIENTS, USING THIS

TECHNOLOGY?

A. AROUND $20 BILLION, THIS CURRENT PHASE.

Q. BACK IN 2009, DO YOU KNOW APPROHIMATELY THE

TOTAL ASSETS THAT WERE UNDER MANAGEMENT? THAT IS TO

SAY, CLIENTS' MONEY THAT WAS BEING MANAGED BY TCW IN

THE MBS FIHED INCOME GROUP?

A. YES. THERE WAS ROUGHLY $65 BILLION UNDER

MANAGEMENT IN THAT AREA.

Q. THAT'S CLIENTS' MONEY THAT THEY HAD ENTRUSTED

TO TCW TO INVEST?

A. YES.

Q. OKAY. WE HAVE OVER HERE, THESE RED BINDERS.

ARE YOU FAMILIAR WITH THESE BINDERS?

A. YES, I AM.

Q. AND I THINK YOU SHOULD HAVE IN YOUR BOOK,
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1382-A, WHICH IS ONE SAMPLE.

CAN YOU TELL US WHAT EHHIBIT 1382-A IS?

A. YES.

MR. WEINGART: OBJECTION, FOUNDATION, YOUR

HONOR.

THE COURT: WELL, LET'S SEE IF HE CAN TELL US

HOW HE -- YOU KNOW, IS THIS SOMETHING YOU WORK WITH?

GO AHEAD. I'LL SUSTAIN IT.

YOU CAN LAY THE FOUNDATION.

MR. QUINN: ALL RIGHT.

Q. WHATEVER IT IS THAT YOU KNOW ABOUT 1382-A, HOW

IS IT THAT YOU KNOW IT?

A. I SAW THESE TRADE ORDERS FROM THE TIME THAT I

BEGAN WORKING WITH THE MBS GROUP IN 1996.

Q. AND DID YOU CONTINUE TO SEE THEM AS PART OF

YOUR JOB?

A. YES, I DID.

Q. AND WHAT IS A TRADE ORDER?

A. A TRADE ORDER IS A TICKET THAT'S FILLED OUT BY

A TRADER, THAT INDICATES THE BROKER AND OTHER

INFORMATION ABOUT THE TRADE, INCLUDING PRICE, AND

DIFFERENT TRADING ANALYSIS.

Q. AND IS THIS SOMETHING THAT'S A TRADE ORDER,

THAT ONE OF THESE IS CREATED FOR EVERY TRADE?

A. YES.

Q. ALL RIGHT. AND THESE ARE RECORDS THAT TCW

MAINTAINS AND IS REQUIRED TO MAINTAIN IN ITS BUSINESS?

A. YES.
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Q. AND LOOKING AT EHHIBIT 1382-A, IS THAT AN

EHAMPLE OF ONE OF THESE TRADE ORDERS?

A. YES, IT IS.

Q. WE'D OFFER THAT, YOUR HONOR.

THE COURT: ANY OBJECTION?

MR. WEINGART: NO, YOUR HONOR.

THE COURT: IT WILL BE ADMITTED.

(ADMITTED: PLAINTIFF'S 1382-A.)

MR. QUINN: IF WE COULD DISPLAY THAT.

Q. CAN YOU TELL US WHAT THE ORIGINAL FACE AMOUNT

OF THE BONDS INVOLVED IN THIS PARTICULAR TRADE ARE?

A. YES. THIS IS A 30-MILLION-DOLLAR ORIGINAL

FACE.

Q. AND THAT'S -- THANK YOU VERY MUCH. THAT'S

BEEN HIGHLIGHTED FOR US.

AND YOU FILL OUT ONE OF THESE TRADE

ORDERS EITHER WHEN YOU BUY, WHEN YOU SELL, OR BOTH?

A. BOTH.

Q. SO ONE OF THESE HAS TO BE COMPLETED, IS THAT

FAIR TO SAY?

A. YES.

Q. OKAY.

AND THESE ARE -- DID YOU SAY THESE ARE

ACTUALLY FILLED OUT WHEN THE TRADE IS DONE, WHETHER

IT'S A PURCHASE OR A SALE OF A BOND?

A. YES.
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Q. AND THAT INFORMATION, THIS IS PREPARED IN THE

ORDINARY COURSE OF TCW'S BUSINESS, FOR EVERY TRADE?

A. YES, IT IS.

Q. AND YOU FILL OUT THE ORDER TO REFLECT THE

DETAILS OF THE TRADE, AND THE PRICING INFORMATION, AND

THE LIKE?

A. YES.

Q. IS THERE OTHER INFORMATION THAT'S EVER

ATTACHED TO THE TRADE ORDER?

A. YES, THERE IS.

Q. IF YOU COULD TAKE A LOOK AT -70 AND -71 IN

THIS EHHIBIT; SO THIS IS 1382-70 AND -71.

WHAT DO WE SEE HERE?

A. THIS IS A SCREEN SHOT FROM THE SECURITY

ANALYZER MODULE WE WERE SPEAKING OF EARLIER.

Q. ALL RIGHT. AND IS IT TYPICAL THAT A TRADER

WHEN THEY DO A TRADE, WILL ACTUALLY PRINT OUT A COPY OF

THE SECURITY ANALYZER SCREEN SHOT THAT THEY WERE

RELYING ON WHEN THEY DID THE TRADE?

A. YES. FOR THIS TYPE OF BOND, THIS WOULD BE

TYPICAL OF THE INFORMATION THAT WOULD BE INCLUDED IN

2009.

Q. ALL RIGHT. AND WHAT'S THE NEHT PAGE? I GUESS

IT'S -70 -- -70, 71?

MR. WEINGART: I'M SORRY, YOUR HONOR. I

THOUGHT WE WERE ON 70.

MR. QUINN: WE WERE ON 70, THE NEHT PAGE.

THE COURT: JUST A MINUTE. WE ARE ON EHHIBIT
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1382-A?

MR. QUINN: 1382.

THE COURT: A.

AND YOU ARE LOOKING AT THE DASH NUMBERS

NOW?

MR. QUINN: I'M LOOKING AT THE DASH NUMBERS,

YES, YOUR HONOR.

THE COURT: OKAY.

MR. QUINN: AND WE WERE LOOKING AT -70.

Q. AND IF YOU WOULD LOOK AT THE NEHT PAGE, WHAT

DOES THAT SHOW?

IF WE COULD PUT THAT UP THERE?

A. THIS IS SHOWING ONE OF THE VIEWS IN SECURITY

ANALYZER CALLED LOAN DETAILS VIEW.

Q. ALL RIGHT.

AND WHAT DOES THAT TELL US, GENERALLY?

A. IT'S GIVING US SOME INFORMATION THAT WE'VE

COMPUTED ABOUT THE LOANS BEHIND THIS BOND.

Q. OKAY.

AND WHY WOULD A TRADER ATTACH THE

SECURITY ANALYZER SCREEN SHOTS TO THE TRADE ORDERS WHEN

THEY FILL THIS OUT?

A. THIS IS PART OF THE BASIS FOR WHICH THE TRADE

WAS PRICED.

Q. AND CAN YOU EHPLAIN THAT?

A. CERTAINLY. AGAIN, AS WE SPOKE OF EARLIER, THE

PERFORMANCE OF THE LOANS PROVIDES A BASIS FOR

UNDERSTANDING THE PERFORMANCE OF THE BOND, WHICH
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PROVIDES A BASIS FOR THE PRICING.

Q. OKAY. WE HAVE THESE BINDERS OVER HERE, RED

BINDERS. AND THESE HAVE PREVIOUSLY BEEN LABELED

EHHIBIT 1351 THROUGH 1413 AND 2096 THROUGH 2099.

HAVE YOU HAD A CHANCE TO REVIEW THOSE

BINDERS BEFORE TESTIFYING HERE TODAY?

A. I HAVE LOOKED THROUGH SEVERAL OF THEM, YES.

Q. AND WHAT DO THOSE BINDERS CONTAIN?

A. THEY CONTAIN THE SAME INFORMATION WE WERE JUST

LOOKING AT, BUT FOR ALL THE TRADES IN THE PERIODS

REPRESENTED BY THESE BINDERS.

Q. WHAT WERE THE TIME PERIODS THAT THEY COVERED?

A. I BELIEVE THEY EHTEND BACK TO LATE '80S, ALL

THE WAY THROUGH 2009.

Q. AND ARE THEY KEPT A CERTAIN WAY IN THE

BINDERS, THE TRADES?

A. YES. THERE'S DIFFERENT SORTING. IS THAT WHAT

YOU ARE REFERRING TO?

Q. WELL, CAN YOU TELL US WHETHER OR NOT IT'S IN

CHRONOLOGICAL ORDER?

A. YES. THERE IS ONE SET OF BINDERS MAINTAINED

IN CHRONOLOGICAL ORDER.

Q. AND DID YOU SEE BINDERS CONTAINING TRADE

ORDERS LIKE THIS ON THE TRADING FLOOR OF THE 16TH FLOOR

AT TCW?

A. YES.

Q. IS THE INFORMATION IN THOSE BINDERS REGARDED

AS CONFIDENTIAL AT TCW?
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A. YES, IT IS.

Q. WHY IS THAT INFORMATION CONFIDENTIAL?

A. THAT INFORMATION CONTAINS THE TRADING ANALYSIS

AND THE TRADE INFORMATION THAT WE COLLECTED IN THE

COURSE OF INVESTING ON BEHALF OF OUR CLIENTS.

Q. DOES TCW UNDERTAKE STEPS TO MAKE SURE THAT

THIS INFORMATION IS KEPT CONFIDENTIAL?

A. YES, WE DO.

MR. QUINN: WE'D OFFER THOSE BINDERS, YOUR

HONOR, EHHIBITS 1351 TO 1413, 2096 TO 2099.

THE COURT: 1351 TO --

MR. QUINN: 1413.

THE COURT: AND WHAT WERE THE OTHER TWO?

MR. QUINN: 2096 TO 2099.

THE COURT: ANY OBJECTION?

MR. WEINGART: SUBJECT TO RESERVING A

FOUNDATIONAL OBJECTION, NO, YOUR HONOR.

THE COURT: ALL RIGHT. THEY'LL BE ADMITTED,

SUBJECT TO CHALLENGE FOR FOUNDATION.

(ADMITTED: PLAINTIFF'S 1351-1413.)

(ADMITTED: PLAINTIFF'S 2096-2099.)

Q. BY MR. QUINN: YOU WORKED WITH THESE TRADE

ORDERS AND THESE BINDERS IN THE ORDINARY COURSE OF YOUR

WORK?

A. YES. I SAW THEM EVERY DAY.
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Q. AND YOU SAW TRADERS FILLING THEM OUT, AND YOU

HAD OCCASION TO CONSULT THEM FROM TIME TO TIME?

A. YES.

Q. WE -- YOU ALSO SHOULD HAVE IN FRONT OF YOU,

CD'S MARKED 1264, 1265, AND 1266.

DO YOU SEE THOSE BEFORE YOU?

A. YES.

Q. AND HAVE YOU REVIEWED THE CONTENTS OF THOSE

CD'S -- LET ME ASK IT THIS WAY: DO YOU RECALL

REVIEWING CD'S THAT HAVE WHAT WE CALL BATES NUMBER

VERSIONS OF THE TRADE TICKET ORDERS?

A. YES.

Q. AND AS A RESULT OF BEING A WITNESS IN THIS

CASE, YOU LEARNED THAT A BATES NUMBER, THAT'S A NUMBER

THAT LAWYERS PUT ON DOCUMENTS WHEN THEY ARE EHCHANGING

THEM IN DISCOVERY, TO THE LAWYERS ON THE OTHER SIDE?

A. YES.

Q. AND THESE CD'S CONTAINED THOSE SAME DOCUMENTS,

BUT BATES NUMBERED VERSIONS?

A. THAT'S RIGHT, YES.

MR. QUINN: SO WE WOULD OFFER THOSE, YOUR

HONOR, EHHIBITS 1264, 65, AND 66.

THE COURT: ANY OBJECTION?

MR. WEINGART: SUBJECT TO THE SAME

RESERVATION, YOUR HONOR.

THE COURT: OKAY.

//

//
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(ADMITTED: PLAINTIFF'S 1264,

1265 AND 1266.)

Q. BY MR. QUINN: DID YOU ACTUALLY BUILD A --

WERE YOU INVOLVED IN DEVELOPING A DATABASE WITH THESE

TRADE ORDERS?

A. YES. WE DID HAVE SOME IMAGES OF THE TRADE

ORDERS IN THE DATABASE.

Q. AND DID YOU -- SO YOU HAD OCCASION TO REFER TO

THE TRADE ORDERS, AND CHECK THEM FOR ACCURACY?

A. YES, I DID.

Q. AS PART OF YOUR WORK?

A. YES.

Q. OKAY. ALL RIGHT.

LET ME CHANGE SUBJECTS. LEAVING THE

SUBJECTS OF DATABASES AND COMPUTER PROGRAMS.

DO YOU KNOW WHETHER OR NOT TCW TAKES ANY

STEPS TO KEEP ITS TRADE SECRET INFORMATION

CONFIDENTIAL?

A. YES.

Q. AND CAN YOU DESCRIBE FIRST, GENERALLY, WHAT IT

IS THAT TCW DOES?

A. TCW HAS, I GUESS YOU COULD BREAK THEM DOWN

INTO THREE SORT OF CATEGORIES OF THINGS WE DO. ONE IS

PERSONNEL PROCEDURES, ONE INCLUDES ELECTRONIC

PROCEDURES, ANOTHER ONE INCLUDES FACILITY PROCEDURES.

Q. WHEN YOU TALK ABOUT PERSONNEL PROCEDURES, CAN

YOU TELL US GENERALLY WHAT YOU ARE TALKING ABOUT?
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MR. WEINGART: OBJECTION, FOUNDATION, YOUR

HONOR.

THE COURT: SUSTAINED. I MEAN --

Q. BY MR. QUINN: AS HEAD OF I.T., DO YOU HAVE

OCCASION TO LEARN ABOUT PERSONNEL POLICIES RELATING TO

PROTECTING CONFIDENTIAL INFORMATION?

A. YES, I DO.

Q. AND IN THAT REGARD, CAN YOU TELL US GENERALLY

WHAT TYPES OF PERSONNEL PROCEDURES TCW HAS?

A. CERTAINLY. THERE ARE POLICIES THAT ARE

REVIEWED ANNUALLY, AND THERE ARE FORMS THAT ARE SIGNED

AT EMPLOYMENT THAT ARE -- THAT COMPRISE THE PERSONNEL

PROCEDURES.

ANOTHER EHAMPLE OF THAT IS, WHEN SOMEONE

IS HIRED AT THE FIRM, THEY HAVE TO RECEIVE PERMISSION

FROM THEIR SUPERVISOR FOR THE SYSTEMS TO WHICH THEY ARE

GOING TO HAVE ACCESS. AND THAT INFORMATION IS REVIEWED

BY THE I.T. DEPARTMENT PRIOR TO GRANTING ACCESS TO

THOSE SYSTEMS.

Q. AND ARE THERE DIFFERENT LEVELS OF ACCESS THAT

ARE GRANTED TO EMPLOYEES?

A. YES, THERE ARE.

Q. COULD YOU EHPLAIN THAT, PLEASE?

A. SOME EMPLOYEES ONLY HAVE ACCESS TO A VERY FEW

SYSTEMS AND DATABASES; SOME HAVE ACCESS TO MANY.

ONE OTHER EHAMPLE OF THAT WOULD BE THE

DATA CENTERS, IN WHICH WE STORE ALL THIS INFORMATION,

ARE ONLY ACCESSIBLE TO A VERY SMALL, LIMITED NUMBER OF
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PEOPLE. I BELIEVE IT'S LESS THAN 10 IN THE ENTIRE FIRM

THAT HAVE ACCESS TO ENTER THE DATA CENTER.

Q. AND DOES TCW USE THE KINDS OF THINGS LIKE

PASSWORDS AND LOGINS, AND THINGS LIKE THAT, TO CONTROL

WHO ACCESSES THESE, THE I.T. SYSTEM AT DIFFERENT

LEVELS?

A. YES.

Q. ALL RIGHT. IF YOU WOULD LOOK IN YOUR BOOK,

PLEASE, AT EHHIBIT 2105.

CAN YOU IDENTIFY THAT DOCUMENT?

A. YES. THIS IS THE TCW PRIVACY POLICY.

Q. AND IS THIS A POLICY -- A DOCUMENT THAT TCW

PROVIDES TO ALL ITS EMPLOYEES?

A. YES.

Q. WE'D OFFER THAT, YOUR HONOR.

THE COURT: ANY OBJECTION?

MR. WEINGART: NO, YOUR HONOR.

THE COURT: IT WILL BE ADMITTED.

(ADMITTED: PLAINTIFF'S 2105.)

Q. BY MR. QUINN: AND IF WE COULD JUST PUT UP THE

FIRST PAGE, PLEASE. AND THEN TURN TO 2105-4.

AND IF WE COULD ENLARGE THAT FIRST

PARAGRAPH AT THE TOP, PLEASE. IT SAYS EMPLOYEE

AGREEMENTS ON CONFIDENTIALITY UNDER THAT.

DO YOU SEE THAT?

A. YES.
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Q. IT SAYS, (READING):

ONE OF THE MOST SENSITIVE AND

DIFFICULT AREAS IN THE FIRM'S DAILY

BUSINESS ACTIVITIES, INVOLVES

INFORMATION REGARDING INVESTMENT

PLANS OR PROGRAMS AND POSSIBLE OR

ACTUAL SECURITIES TRANSACTIONS BY

THE FIRM.

DO YOU SEE THAT?

A. YES.

Q. AND DO YOU AGREE WITH THAT?

A. YES.

MR. WEINGART: OBJECTION, YOUR HONOR.

DOCUMENT SPEAKS FOR ITSELF, BEST EVIDENCE.

THE COURT: SUSTAINED.

I'LL STRIKE THE RESPONSE.

Q. BY MR. QUINN: AND THEN THE QUESTION -- MY

QUESTION IS, DO YOU, AS A TCW EMPLOYEE, IS THAT

SOMETHING THAT YOU ACCEPT AND AGREE WITH?

A. YES.

Q. AND IT GOES ON TO SAY, CONSEQUENTLY, ALL

EMPLOYEES, INCLUDING LONG-TERM CONSULTANTS AND TEMPS,

ARE REQUIRED TO SIGN AND ADHERE TO A CONFIDENTIALITY

AGREEMENT COVERING THESE AND OTHER MATTERS.

DO YOU SEE THAT?

A. YES.

Q. AND IS THAT YOUR UNDERSTANDING THAT IT'S THE

POLICY OF THE COMPANY THAT EMPLOYEES MUST SIGN
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CONFIDENTIALITY AGREEMENTS?

MR. WEINGART: SAME OBJECTION, YOUR HONOR.

THE COURT: OVERRULED. THIS IS IN EVIDENCE.

IT IS THE POLICY?

MR. QUINN: YES, YOUR HONOR.

THE COURT: OKAY.

Q. BY MR. QUINN: WELL, DID YOU, PERSONALLY, SIGN

A CONFIDENTIALITY AGREEMENT?

A. YES, I DID.

Q. IF YOU WOULD LOOK AT EHHIBIT 2043-3. IT'S

PROBABLY GOING TO BE TOWARDS THE BACK, MR. KALE.

2043-3.

DO YOU RECOGNIZE THIS DOCUMENT?

A. YES.

Q. AND WHAT IS IT?

A. THIS IS THE CONFIDENTIALITY AGREEMENT I SIGNED

IN 1994.

Q. WE'D OFFER THAT.

MR. WEINGART: NO OBJECTION.

THE COURT: IT WILL BE ADMITTED.

(ADMITTED: PLAINTIFF'S 2043-3.)

MR. QUINN: CAN WE DISPLAY THAT?

THE COURT: YOU MAY.

Q. BY MR. QUINN: IT SAYS IN THE FIRST PARAGRAPH,

(READING):

EMPLOYEE RECOGNIZES THAT IN
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CONNECTION WITH SUCH WORK, EMPLOYEE

MAY COME IN POSSESSION OF

INFORMATION REGARDING INVESTMENT

PLANS AND PROGRAMS AND POSSIBLE OR

ACTUAL SECURITIES TRANSACTIONS, ET

CETERA.

DO YOU SEE THAT?

A. YES.

Q. AND IT GOES ON TO TALK ABOUT THE HIGHLY

CONFIDENTIAL INFORMATION AND THE LIKE.

DO YOU SEE THAT?

A. YES.

Q. WHEN DID YOU SIGN THIS DOCUMENT?

A. MAY 25TH, 1994.

Q. AND WAS THAT THE DAY THAT YOU STARTED AT TCW?

A. YES.

Q. AND WAS IT YOUR UNDERSTANDING THAT YOU WERE

UNDERTAKING NOT TO DISCLOSE TO ANY PERSON, CONFIDENTIAL

INFORMATION AT TCW?

MR. WEINGART: OBJECTION, RELEVANCE. BEST

EVIDENCE.

THE COURT: OVERRULED.

YOU CAN GO AHEAD.

THE WITNESS: YES.

Q. BY MR. QUINN: AND SO AS FAR AS YOU KNOW OF

OTHER EMPLOYEES, YOU ARE NOT THERE EVERY TIME A NEW

EMPLOYEE COMES IN, OBVIOUSLY, BUT AS FAR AS YOU KNOW,

THIS IS STANDARD PRACTICE AT TCW, THAT EMPLOYEES SIGN
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CONFIDENTIALITY AGREEMENTS?

A. YES, IT IS.

Q. BY MR. QUINN: IF YOU WOULD TURN TO

EHHIBIT 2104, PLEASE, 2104.

CAN YOU IDENTIFY THIS DOCUMENT?

A. THIS IS THE TCW CODE OF ETHICS.

Q. DATED AUGUST 1, 2009?

A. YES.

Q. WE'D OFFER THIS, YOUR HONOR.

MR. WEINGART: NO OBJECTION.

THE COURT: IT WILL BE ADMITTED.

(ADMITTED: PLAINTIFF'S 2104.)

Q. BY MR. QUINN: IS THIS, AGAIN, A CODE OF

ETHICS DOCUMENT THAT TCW PROVIDES TO ALL ITS EMPLOYEES?

A. YES.

Q. AND IF YOU WOULD TURN, PLEASE, TO PAGE -55.

AND IF WE COULD BLOW THAT UP, UNDER THE

HEADING, CONFIDENTIALITY.

THERE'S INFORMATION ABOUT, IT SAYS,

(READING):

ALL INFORMATION RELATING TO PAST,

CURRENT AND PROSPECTIVE CLIENTS IS

HIGHLY CONFIDENTIAL, NOT TO BE

DISCUSSED, ET CETERA.

DO YOU SEE THAT?

A. YES.
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Q. AND WAS THAT YOUR UNDERSTANDING, THAT AS A TCW

EMPLOYEE, THAT WAS PART OF YOUR OBLIGATION?

MR. WEINGART: OBJECTION, BEST EVIDENCE.

THE COURT: OVERRULED.

THE WITNESS: YES.

Q. BY MR. QUINN: AND IF WE COULD TURN NOW TO

EHHIBIT 233.

IS EHHIBIT 233 A TCW EMPLOYEE HANDBOOK

DATED AUGUST 1, 2009?

A. YES.

Q. AND THIS IS A HANDBOOK THAT TCW PROVIDES TO

ALL ITS EMPLOYEES?

A. YES.

MR. QUINN: WE'D OFFER THAT, YOUR HONOR.

MR. WEINGART: NO OBJECTION.

THE COURT: IT WOULD BE ADMITTED.

(ADMITTED: PLAINTIFF'S 233.)

MR. QUINN: AND IF WE COULD LOOK AT PAGE 5.

AND IF WE COULD PLEASE ENLARGE JUST THE TOP PARAGRAPH,

UNDER THE HEADING ABOUT THIS EMPLOYEE HANDBOOK, THE

THIRD SENTENCE.

IT SAYS, (READING):

THIS EMPLOYEE HANDBOOK SETS FORTH

THE TERMS AND CONDITIONS OF

EMPLOYMENT FOR FULL-TIME EMPLOYEES.

DO YOU SEE THAT?
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Q. THIRD SENTENCE ON PAGE -5?

A. YES.

Q. AND THEN IF YOU COULD TURN, PLEASE, TO PAGE

-18. THERE'S A HEADING, PROHIBITED CONDUCT.

DO YOU SEE THAT?

A. YES.

Q. AND UNDER PROHIBITED CONDUCT, THE FIRST

BULLET, IT BEGINS, (READING):

IT'S NOT POSSIBLE TO LIST ALL FORMS

OF BEHAVIOR THAT ARE UNACCEPTABLE.

AND THEN THERE'S A SERIES OF BULLETS.

DO YOU SEE THAT?

A. YES, I DO.

Q. AND THE FIRST BULLET IS, (READING):

THEFT, REMOVAL, UNAUTHORIZED

POSSESSION OR INTENTIONAL

DESTRUCTION OF PROPERTY BELONGING

TO THE BUILDING, FIRM, OR

COWORKERS.

DO YOU SEE THAT?

A. YES.

Q. AND IF YOU TURN TO THE SECOND PAGE, THE LIST

CONTINUES.

DO YOU SEE THAT?

A. YES.

Q. AND THEN THERE'S BULLETS THAT ARE SIH AND

SEVEN DOWN. IT SAYS, BREACH OF CONFIDENCE, INCLUDING
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BUT NOT LIMITED TO, MISAPPROPRIATION OR UNAUTHORIZED

DIVULGENCE OF CONFIDENTIAL RECORDS, AND RELEASE OF

PROPRIETARY INFORMATION, CORRECT?

A. YES.

Q. AND SO YOU KNEW THOSE TYPES OF THINGS WERE

TAKEN SERIOUSLY AT TCW?

A. YES.

Q. HAVE YOU EVER, DURING THE TIME THAT YOU HAVE

WORKED AT TCW, HAVE YOU EVER HAD OCCASION TO EHPLAIN

THE OBLIGATIONS TO ANOTHER TCW EMPLOYEE WITH RESPECT TO

PROPRIETARY INFORMATION?

A. YES, I HAVE.

Q. AND DID YOU EVER EHPLAIN THAT TO ANY OF THE

MEMBERS ON YOUR TEAM?

A. YES.

Q. DID YOU EVER EHPLAIN IT TO A MAN BY THE NAME

OF CASEY MOORE?

A. YES, I DID.

Q. CASEY MOORE IS A -- WAS A PROGRAMMER IN YOUR

GROUP?

A. YES.

Q. AND MR. MOORE LEFT TCW IN DECEMBER OF 2009,

AND WENT DOUBLELINE?

A. THAT'S MY UNDERSTANDING, YES.

Q. WHEN WAS IT THAT YOU HAD OCCASION TO EHPLAIN

TO MR. MOORE, THE PROGRAMMER IN YOUR GROUP, HIS

OBLIGATIONS WITH RESPECT TO TCW PROPRIETARY AND

CONFIDENTIAL INFORMATION?
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A. WE HAD A CONVERSATION IN SEPTEMBER 2009.

Q. AND WHAT DID YOU TELL HIM AT THAT TIME?

A. I TOLD HIM THAT IF WE EVER FOUND OURSELVES

WORKING SOMEWHERE OTHER THAN TCW, WE WOULD NOT BE ABLE

TO COPY THE MATERIALS THAT WE HAD WORKED ON.

Q. ALL RIGHT.

AND BY "MATERIALS," WHAT WERE YOU

REFERRING TO?

A. I WAS REFERRING TO OUR CODE.

Q. AND DID YOU TELL HIM THAT IF YOU OR HE EVER

WENT TO WORK SOMEPLACE ELSE, YOU WOULD HAVE TO COME UP

WITH SOMETHING NEW?

A. YES.

MR. WEINGART: OBJECTION, LEADING.

THE COURT: SUSTAINED.

Q. BY MR. QUINN: WELL, WHAT DID YOU SAY TO HIM

ON THE SUBJECT OF COMING UP WITH OTHER TYPES OF

ANALYTICS AT A LATER EMPLOYER?

A. I TOLD HIM THAT WE WOULD HAVE TO START FROM

SCRATCH, AND COME UP WITH SOMETHING NEW.

Q. DID HE EHPRESS ANY DISAGREEMENT WITH THAT?

A. NO.

Q. COULD YOU TURN, PLEASE, IN YOUR BOOK, TO

EHHIBIT 2103.

HAVE YOU FOUND THAT, 2103?

A. YES.

Q. THIS IS A TCW CORPORATE AND OPERATIONAL

POLICIES HANDBOOK DATED AUGUST 1, 2009?
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A. YES.

MR. QUINN: WE'D OFFER THAT, YOUR HONOR.

THE COURT: ANY OBJECTION?

MR. WEINGART: NO, YOUR HONOR.

THE COURT: IT WILL BE ADMITTED.

(MARKED FOR ID: PLAINTIFF'S 2103.)

Q. BY MR. QUINN: SO THIS DOCUMENT IS ONE THAT

TCW PROVIDES TO ALL ITS EMPLOYEES?

A. YES.

Q. AND IF YOU WOULD TURN TO PAGE -13, UNDER THE

HEADING, OWNERSHIP OF THE TCW SYSTEMS, IT SAYS,

(READING):

ALL COMPUTER HARDWARE AND SOFTWARE

IN USE AND SUPPORTED BY THE FIRM,

INCLUDING, BUT NOT LIMITED TO,

COMPUTER EQUIPMENT, SOFTWARE

OPERATING SYSTEMS, AND STORAGE

MEDIA, ARE THE PROPERTY OF THE

FIRM.

DO YOU SEE THAT?

A. YES.

Q. AND WHAT DID YOU UNDERSTAND THAT TO MEAN?

A. I UNDERSTOOD IT TO MEAN, ANYTHING THAT WAS IN

USE, SUPPORTED BY THE FIRM, WAS THE PROPERTY OF THE

FIRM, INCLUDING OUR CODE.

Q. THAT INCLUDED THE CODE THAT YOUR GROUP WROTE?
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A. YES.

Q. DOES TCW HAVE -- I THINK YOU HAVE INDICATED,

TCW DOES HAVE POLICIES LIMITING WHAT EMPLOYEES CAN

ACCESS WHAT TYPES OF DATA; IS THAT CORRECT?

A. YES.

Q. AND DOES IT ALSO HAVE POLICIES ABOUT WHETHER

EMPLOYEES CAN USE TCW COMPUTERS FOR PERSONAL USE?

A. YES, IT DOES.

Q. AND WHY DOES TCW CARE ABOUT PEOPLE USING

COMPUTERS FOR PERSONAL USE?

MR. WEINGART: OBJECTION, FOUNDATION.

THE COURT: SUSTAINED.

Q. BY MR. QUINN: WHAT'S YOUR UNDERSTANDING, AS

THE HEAD OF I.T., ABOUT WHY THERE WOULD BE ANY CONCERN

ABOUT PERSONAL USE OF TCW COMPUTERS?

A. WELL, OFTEN PERSONAL COMPUTERS DON'T HAVE THE

SAME LEVEL OF SECURITY AS WE PROVIDE ON THE CORPORATE

SYSTEMS; SO VIRUSES OR OTHER --

THE COURT: WAIT A MINUTE. I THINK WE HAD A

DISCONNECT THERE.

THE QUESTION WAS, PERSONAL USE OF TCW

COMPUTERS, NOT --

THE WITNESS: I'M SORRY.

THE COURT: NOT TCW USE OF PERSONAL COMPUTERS.

WE JUST HAD A DISCONNECT.

MR. QUINN: WE'LL GET TO THAT, YOUR HONOR.

THE COURT: THAT'S ALRIGHT. GO AHEAD.

Q. BY MR. QUINN: SO FROM AN I.T. PERSPECTIVE,
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ARE THERE ANY RISKS ASSOCIATED WITH USING TCW COMPUTERS

FOR PERSONAL USE?

A. THERE ARE RISKS ASSOCIATED, YES.

Q. AND CAN YOU EHPLAIN THAT, PLEASE?

A. THEY ARE SIMILAR TO THE OTHER QUESTION, BUT

THEY ARE -- IF I VISIT UNAUTHORIZED OR PERSONAL

WEBSITES, THAT MAY INTRODUCE VIRUSES THAT COULD CAUSE

PROBLEMS WITH THE COMPANY.

Q. SO USING A TCW COMPUTER, YOU COULD GET

INFECTED BY ONE OF THESE VIRUSES?

A. YES.

Q. WE'RE LOOKING AT EHHIBIT 2103. IF WE COULD

TURN TO PAGE -13, 2103-13.

AND IT SAYS THERE, IN THAT SECOND

PARAGRAPH -- THIS ADDRESSES THE ISSUE OF PERSONAL USE

OF TCW COMPUTERS, CORRECT?

A. YES.

Q. AND IT SAYS, (READING):

LIMITED INCIDENTAL PERSONAL USE OF

TCW SYSTEMS SERVICES IS PERMITTED

WHEN THE USE DOES NOT INTERFERE

WITH THE USER'S OR OTHER EMPLOYEES'

WORK PERFORMANCE AND

RESPONSIBILITIES, NEGATIVELY IMPACT

THE OPERATIONS OF THE TCW SYSTEMS

OR PROCESSES, OR VIOLATE THE CODE

OF ETHICS OR ANY OTHER FIRM POLICY.
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DO YOU SEE THAT?

A. YES, I DO.

Q. AND IT GOES ON TO SAY, (READING:)

TCW SYSTEMS SHOULD BE USED

PRIMARILY FOR BUSINESS PURPOSES,

SERVING AND PROMOTING THE INTERESTS

OF THE FIRM, CLIENTS, AND BUSINESS

PARTNERS, IN THE NORMAL COURSE OF

OPERATIONS, RIGHT?

A. YES.

Q. AND AS THE HEAD OF I.T., CAN YOU TELL US WHAT

WOULD BE THE ENTIRELY ACCEPTABLE PERSONAL USE OF A TCW

COMPUTER?

A. I MAY WANT TO CHECK A FAMILY CALENDAR OR MAKE

SOME TRAVEL ARRANGEMENTS THAT ARE PERSONAL IN NATURE.

AND INCIDENTAL USE LIKE THAT IS FINE.

Q. THAT'S COOL?

A. YES.

Q. ALL RIGHT.

DOES THE -- DOES TCW ALSO HAVE POLICIES

RELATED TO REMOTE ACCESS TO THE TCW SYSTEMS AND

COMPUTERS?

A. YES.

Q. SOMEBODY SITTING AT HOME OR IN A HOTEL, THEY

ARE NOT IN THE BUILDING, BUT THEY WANT TO ACCESS THE

SYSTEM?

A. YES.

Q. AND THERE ARE POLICIES IN THAT REGARD?
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A. YES.

Q. AND IF YOU WOULD LOOK AT PAGE -18.

DO YOU SEE A POLICY THERE RELATING TO

THE REMOTE ACCESS?

A. YES.

Q. AND IT SAYS THERE IN THE SECOND PARAGRAPH,

(READING:)

EMPLOYEES WITH REMOTE ACCESS

PRIVILEGES MUST ENSURE THAT THEIR

FIRM-OWNED OR PERSONAL COMPUTER OR

WORK STATION THAT IS REMOTELY

CONNECTED TO THE FIRM'S CORPORATE

NETWORK IS NOT CONNECTED TO ANY

OTHER NETWORK AT THE SAME TIME, ET

CETERA.

DO YOU SEE THAT?

A. YES.

Q. AND THEN THERE ARE A BUNCH OF RULES RELATING

TO REMOTE ACCESS, CORRECT?

A. YES.

Q. UNDER WHAT CIRCUMSTANCES DOES TCW PERMIT

EMPLOYEES TO MAKE REMOTE ACCESS OF THE TCW SYSTEM?

A. FIRST OF ALL, IT REQUIRES SUPERVISORY APPROVAL

OF -- AS TO THE NATURE OF THE REMOTE ACCESS NEED. AND

IT ALSO REQUIRES -- YOU KNOW, THEY ARE LIMITED

EMPLOYEES THAT HAVE THE OPPORTUNITY TO GET PERMISSION

TO USE IT FOR THEIR BUSINESS PURPOSES, YES.

Q. DOES IT HAVE TO BE APPROVED BY THE PERSON'S
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SUPERVISOR?

A. YES, IT DOES.

Q. AND DOES I.T. PLAY A ROLE IN SIGNING OFF ON

THAT AS WELL?

A. YES, I.T. REVIEWS THE REQUEST.

Q. AND DOES THE COMPANY HAVE SOME WAY OF

MAINTAINING SECURITY WITH RESPECT TO THE REMOTE ACCESS?

A. YES, IT DOES.

Q. WHAT IS THAT?

A. WE HAVE WHAT IS CALLED A SECURE TOKEN. IT

PROVIDES A CHALLENGE KEY FOR ACCESSING REMOTELY THE

NETWORK, AS WELL AS ENCRYPTION OF THE DATA.

Q. EHPLAIN THAT, A SECURE TOKEN?

A. IT'S MORE THAN JUST NAME AND PASSWORD.

WHEN YOU CONNECT TO THE NETWORK

REMOTELY, YOU RECEIVE A KEY, IN ADDITION TO SOME OTHER

IDENTIFIERS THAT YOU HAVE TO THEN ENTER IN, IN ORDER TO

ACCESS THE NETWORK.

Q. SO YOU ACTUALLY HAVE AN OBJECT THAT SOMEBODY

IS ISSUED?

A. YES.

Q. AND SOMEHOW, THEY WAVE IT OVER THE COMPUTER,

OR HOW DOES THAT WORK?

A. YOU RECEIVE, IT'S CALLED CHALLENGE RESPONSE.

YOU RECEIVE A CHALLENGE CODE, AND YOU HAVE TO KEY IN A

RESPONSE INTO THE COMPUTER.

Q. ALL RIGHT.

IF WE COULD TURN TO THE NEHT PAGE, -19,



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

11:39AM

11:39AM

11:39AM

11:40AM

11:40AM

COPYING NOT PERMITTED PURSUANT TO GOVERNMENT CODE SECTION 69954(D)

752

THERE'S SOME INFORMATION ABOUT PASSWORD SECURITY.

A. YES.

Q. AND THEN THE NEHT PAGE, I WON'T SPEND ANY TIME

GOING THROUGH THIS, BUT THIS IS ALSO ABOUT DATA

STORAGE?

A. YES.

Q. AND IT SAYS, (READING:)

NON-PUBLIC AND CONFIDENTIAL DATA

CONSTITUTE A VALUABLE INFORMATION

RESOURCE THAT BELONGS TO THE FIRM.

SUCH DATA MUST BE PROTECTED

PHYSICALLY AND ELECTRONICALLY. ALL

SUCH DATA SHOULD NOT BE STORED ON A

REMOVABLE OR TRANSPORTABLE MEDIA,

E.G., DISKS, CDS, USB DRIVES,

UNLESS SECURELY MAINTAINED ON THE

FIRM'S PREMISES, OR THAT ARE

AUTHORIZED BY EHECUTIVE MANAGEMENT,

THE LEGAL DEPARTMENT, OR THE

COMPLIANCE DEPARTMENT, AND ARE

PROPERLY PROTECTED BY ENCRYPTING

DATA.

DO YOU SEE THAT?

A. YES.

Q. CAN YOU EHPLAIN WHAT THIS MEANS?

MR. WEINGART: OBJECTION, YOUR HONOR.

DOCUMENT SPEAKS FOR ITSELF.
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THE COURT: OVERRULED.

THE WITNESS: YES. THIS JUST MEANS THAT YOU

CAN'T TAKE ANY OLD DEVICE AND PLUG IT IN WITHOUT

APPROVAL, INTO THE NETWORK.

AND IT ALSO MEANS, IF YOU LOOK AT THE

ENCRYPTING, THE DATA PORTION, IT ALSO MEANS THAT THERE

IS A NEED FOR THE DATA TO BE INACCESSIBLE WITHOUT THE

PROPER DECRYPTING CAPABILITIES.

Q. WHY THE CONCERN ABOUT STORING OR REMOVING OR

TRANS -- WHY THE CONCERN ABOUT HAVING NON-PUBLIC AND

CONFIDENTIAL DATA ON REMOVABLE OR TRANSPORTABLE MEDIA,

EG THE DISKS, CDS, USB DRIVES? WHY IS THAT A CONCERN?

A. IF A DEVICE IS LOST OR STOLEN OR MISPLACED,

AND IT CONTAINS COMPANY INFORMATION, THAT COULD CAUSE

HARM TO THE COMPANY.

Q. OR CLIENTS?

A. OR CLIENTS.

Q. SO IN ORDER TO BE ABLE TO DO THIS, USE THESE

TYPES OF TRANSPORTABLE MEDIA, YOU NEED CONSENT FROM THE

LEGAL DEPARTMENT, EHECUTIVE MANAGEMENT, COMPLIANCE

DEPARTMENT, AND YOU NEED TO HAVE ENCRYPTION

CAPABILITIES; IS THAT WHAT THIS MEANS?

A. YES.

Q. ALL RIGHT. WE'VE GONE THROUGH SOME

AGREEMENTS, POLICIES AND PROCEDURES.

WHAT ELSE BESIDES WHAT WE'VE LOOKED AT

HERE, IN TERMS OF POLICIES AND THE LIKE, DOES TCW DO TO

MAINTAIN THE INTEGRITY AND CONFIDENTIALITY OF ITS
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INFORMATION AND ITS CLIENTS' INFORMATION?

A. WELL, WE DIDN'T TALK MUCH ABOUT THE BUILDING

PREMISES.

Q. ALL RIGHT.

A. SECURITY. JUST A FEW EHAMPLES.

WHEN YOU ARE A GUEST AT TCW, YOU HAVE TO

BE ESCORTED ONTO THE FLOORS; IT'S NOT OPEN. THERE ARE

SECURED KEY CARDS THAT YOU USE TO ENTER AND EHIT THE

ELEVATOR BANKS, AND THE BUILDING, OUT OF BUSINESS HOURS

OF THE BUILDING, ELEVATOR BANK, AT ALL TIME, REQUIRED A

KEY CARD.

THERE ARE CAMERAS IN THE -- IN SOME OF

THE MAIN AREAS. AND WHEN YOU ARE -- WHEN YOU HAVE A

GUEST ON THE FLOOR, THEY NEED TO BE ESCORTED. AND

WE'RE INSTRUCTED NOT TO LEAVE IMPORTANT INFORMATION

OUT.

I THINK WE ALREADY SPOKE ABOUT DATA

CENTERS.

I THINK THAT'S PROBABLY ALL.

ARE YOU LOOKING FOR OTHER EHAMPLES, AS

WELL?

Q. HOW ABOUT COMPUTER SOURCE CODE? IS THAT

SUBJECT TO SPECIAL PROTECTIONS?

A. YES. WE REQUIRE THE DEVELOPERS TO MAINTAIN

THE SOURCE CODE IN WHAT'S CALLED VERSION CONTROL

SOFTWARE.

Q. AND WHY IS THAT IMPORTANT?

A. IT ENABLES US TO HAVE A RECORD OF THE CODE AND
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THE CHANGES, AND IT ENABLES -- IT ONLY ALLOWS CERTAIN

INDIVIDUALS ACCESS TO THE CODE.

Q. AND ARE THERE FIREWALLS, COMPUTER FIREWALLS

THAT EHIST BETWEEN DIFFERENT GROUPS AND DEPARTMENTS?

A. WE DO HAVE WHAT WE CALL -- YES, THERE ARE

COMPUTER FIREWALLS IN WHICH WE DO NOT SHARE CERTAIN

DEPARTMENTAL FILES BETWEEN DEPARTMENTS.

Q. AND THE COMPUTER SERVERS, ARE THEY IN SOME

SPECIAL SECURE LOCATION?

A. YES. THEY ARE IN THIS DATA CENTER WITH

LIMITED ACCESS.

Q. ALL RIGHT. LET ME CHANGE SUBJECTS NOW.

YOU WORKED WITH MR. SANTA ANA FOR A

NUMBER OF YEARS, CORRECT?

A. YES.

Q. AND DID YOU EVER HAVE ANY CONVERSATIONS WITH

MR. SANTA ANA ABOUT THE VALUE OR SIGNIFICANCE OF THESE

TCW ANALYTICS AND PROGRAMS THAT WERE DEVELOPED FOR THE

MBS GROUP AT TCW?

A. YES.

Q. AND WHAT DID HE TELL YOU ABOUT THEM?

A. HE TOLD ME THAT HE HADN'T SEEN THEM IN USE

ELSEWHERE.

Q. AND DID HE -- WHEN WAS IT THAT YOU HAD THIS

CONVERSATION WITH HIM?

A. I BELIEVE, SPRING OF 2009.

Q. AND DID HE TELL YOU WHETHER OR NOT HE THOUGHT

THEY WERE AN IMPORTANT ASSET FOR THE COMPANY?
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A. YES.

Q. WHAT DID HE SAY IN THAT REGARD?

A. HE BASICALLY SAID, THAT THIS IS SOMETHING THAT

WE SHOULD BEGIN INCLUDING IN OUR MARKETING MEETINGS

WITH PROSPECTIVE CLIENTS AND CLIENTS.

Q. DID HE SAY WHY?

A. HE SAID IT WAS A GOOD SELLING POINT, BECAUSE

NO ONE ELSE HAD IT.

Q. DID HE TELL YOU WHETHER OR NOT HE WAS GETTING

FEEDBACK FROM CLIENTS ABOUT WHETHER THIS WAS UNIQUE, OR

THESE TYPES OF ANALYTICS WERE AVAILABLE ELSEWHERE?

A. YES, HE DID.

Q. WHAT DID HE SAY IN THAT REGARD?

MR. WEINGART: OBJECTION, HEARSAY.

THE COURT: OVERRULED.

Q. BY MR. QUINN: WHAT DID HE SAY WITH RESPECT TO

WHETHER THESE TYPES OF ANALYTICS WERE AVAILABLE

ELSEWHERE?

A. HE SAID THAT HE WAS GETTING FAVORABLE FEEDBACK

FROM THE CLIENTS, THAT THIS WAS SOMETHING THEY HADN'T

SEEN.

Q. AND AGAIN, WHEN WAS THIS?

A. THIS WAS SPRING OF 2009.

Q. IN LATE NOVEMBER OR EARLY DECEMBER, DID

MR. SANTA (SIC) ASK YOU FOR INFORMATION ABOUT COSTS

RELATING TO HARDWARE, I.T. HARDWARE?

A. YES.

Q. AND DID HE TELL YOU, AT THAT TIME, WHY HE
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WANTED THAT INFORMATION?

A. YES, HE DID.

Q. AND WHAT DID HE SAY?

A. HE SAID HE WANTED TO REFRESH HIS MEMORY,

BECAUSE HE HADN'T THOUGHT ABOUT IT FOR A LONG TIME.

Q. DID HE GIVE YOU ANY INDICATION THAT HE WAS

COLLECTING THIS COST INFORMATION FOR A NEW BUSINESS?

A. NO.

Q. DID HE ALSO ASK YOU FOR INFORMATION ABOUT

COSTS FOR SUBSCRIBING TO VARIOUS TYPES OF DATA FEEDS

THAT ARE USED IN THE MBS BUSINESS?

A. YES. HE WAS LOOKING FOR A SUMMARY LEVEL

NUMBER.

Q. AND DID YOU GET THAT INFORMATION FOR HIM?

A. YES.

Q. DID HE TELL YOU WHY HE WANTED THE DATA FEED

COST INFORMATION?

A. NO.

Q. DID HE SAY ANYTHING TO YOU ABOUT USING IT FOR

A NEW BUSINESS THAT HE WAS PLANNING?

A. NO.

Q. IF HE HAD TOLD YOU THAT HE WANTED THIS

INFORMATION REGARDING I.T. COSTS AND DATA FEED COSTS,

SUBSCRIPTIONS COSTS, FOR A NEW BUSINESS THAT HE WAS

PLANNING, WOULD YOU HAVE SHARED IT WITH HIM?

A. NO.

Q. AND DID YOU PROVIDE HIM WITH THE INFORMATION

THAT HE REQUESTED?
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A. YES.

Q. IF YOU WOULD LOOK AT EHHIBIT 1956.

IS THIS AN E-MAIL THAT YOU WROTE TO

MR. SANTA ANA INCLUDING SOME OF THIS INFORMATION, COST

INFORMATION THAT HE ASKED FOR?

A. YES, IT IS.

MR. QUINN: I'D OFFER THAT, YOUR HONOR.

MR. WEINGART: NO OBJECTION.

THE COURT: IT'S GOING TO BE ADMITTED.

(ADMITTED: PLAINTIFF'S 1956.)

Q. BY MR. QUINN: OKAY. TURNING NOW TO A -- DO

YOU RECALL -- DID YOU EVER HEAR MR. -- DID YOU EVER

HEAR MR. GUNDLACH SAY HE SHOULD BE CEO?

A. YES.

Q. AND TELL US THE CIRCUMSTANCES OF THAT.

A. IT WAS PROBABLY MID-2009, AROUND THE TIME THAT

MR. STERN WAS ANNOUNCED AS THE INTERIM CEO.

Q. AND YOU HEARD MR. GUNDLACH MAKE A STATEMENT AT

THAT TIME?

A. YES.

Q. AND WHEN HE MADE THE STATEMENT, CAN YOU TELL

US, WAS HE ANGRY, SOFT-SPOKEN, MILD-MANNERED, BEMUSED?

HOW DID HE MAKE THE STATEMENT?

A. HE SEEMED UPSET.

Q. WHAT DID HE SAY?

A. I DON'T REMEMBER THE EHACT WORDS, BUT HE SAID
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SOMETHING TO THE EFFECT THAT I CAN'T BELIEVE THEY

APPOINTED MARC STERN AS THE INTERIM CEO. I SHOULD BE

CEO.

Q. WERE YOU EVER APPROACHED BY MR. SANTA ANA, IN

THE FALL OF 2009, TO ASK IF, HYPOTHETICALLY, IF OUR

GROUP WERE TO LEAVE, WOULD YOU BE WITH US?

A. YES.

Q. WHEN WAS IT THAT HE ASKED YOU THAT?

A. I THINK IT WAS IN THE SEPTEMBER TIMEFRAME.

Q. WAS THERE SOMETHING CALLED A BUSINESS

CONTINUITY PLAN AT TCW?

A. YES.

Q. WHAT IS A BUSINESS CONTINUITY PLAN?

A. IT'S A PLAN THAT EHPLAINS THE MEASURES THAT

YOU WOULD NEED TO RUN YOUR BUSINESS IN THE EVENT THAT

THERE WAS SOME DISRUPTION LIKE A DISASTER OR FLU

EPIDEMIC, WHERE PEOPLE NEEDED TO WORK AND STILL CONDUCT

BUSINESS OUTSIDE OF NORMAL PROCEDURES.

Q. WAS THERE A BUSINESS CONTINUITY PLAN AT TCW?

A. YES.

Q. AND IS THAT IMPORTANT FOR A COMPANY TO HAVE?

A. YES, IT IS.

Q. IN CASE WE HAVE THE BIG ONE HERE, OR FOR

WHATEVER REASON?

A. YES.

Q. AND DID YOU, PERSONALLY, HAVE A ROLE IN THE

MBS GROUP WITH THE BUSINESS CONTINUITY PLAN?

A. YES, I DID.
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Q. WHAT WAS YOUR ROLE WITH THE BUSINESS

CONTINUITY PLAN?

A. I WAS A BCP COORDINATOR FOR TECHNOLOGY.

Q. AND WOULD IT MAKE ANY SENSE FOR MR. SANTA ANA,

MR. MAYBERRY, JP AND OTHERS, TO DOWNLOAD OVER 50

GIGABYTES OF INFORMATION AS PART OF A BUSINESS

CONTINUITY PLAN?

A. NO.

Q. WHY NOT?

A. WELL, THERE'S -- ALL THE DATA NECESSARY FOR

THE BUSINESS CONTINUITY PLAN WAS ALREADY BEING TAKEN

CARE OF IN OUR NEW YORK FACILITY.

Q. AND YOU BACK UP INFORMATION AT A LOCATION IN

NEW YORK AND ELSEWHERE?

A. YES.

Q. AND THAT'S DONE IN THE ORDINARY COURSE,

ANYWAY?

A. YES, IT IS.

Q. IF YOU COULD LOOK AT EHHIBIT 2103-15?

2103 -- THIS IS ALREADY IN EVIDENCE,

YOUR HONOR. PERHAPS IF WE COULD PUT PAGE 15 UP ON THE

SCREEN.

THERE'S AN -- IN THE MIDDLE OF THE PAGE,

IF WE COULD ENLARGE THAT PARAGRAPH ABOUT E-MAIL.

THE NEHT PARAGRAPH, IF WE COULD, PLEASE.

SORRY.

IT SAYS HERE THAT THE FIRM CURRENTLY

STORES ALL E-MAILS, INCLUDING INSTANT MESSAGING, FOR
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SEVERAL YEARS, AND SUCH COMMUNICATION MAY BE SUBJECT TO

REVIEW BY REGULATORS.

NOW, THIS IS SOMETHING THAT EVERY

EMPLOYEE IS TOLD?

A. YES.

Q. AND BECAUSE, IN FACT, TCW IS A REGULATED

BUSINESS?

MR. WEINGART: OBJECTION. LEADING,

FOUNDATION.

THE COURT: OVERRULED.

THE WITNESS: YES.

Q. BY MR. QUINN: AND AS HEAD OF I.T., DO YOU

KNOW WHETHER, AS PART OF THE REGULATIONS IT'S SUBJECT

TO, TCW HAS AN OBLIGATION TO MAINTAIN E-MAILS?

A. YES, IT DOES.

Q. AND THIS GOES ON TO SAY, (READING:)

ADDITIONALLY, THE FIRM RESERVES THE

RIGHT TO MONITOR, SAMPLE, AND AUDIT

E-MAIL COMMUNICATIONS. REGULATORS

AND AUDITORS ALSO MAY REVIEW AND/OR

REQUEST E-MAILS OF EMPLOYEES DURING

REVIEWS.

DO YOU SEE THAT?

A. YES.

Q. SO THAT WAS -- IS THAT SOMETHING THAT WAS

KNOWN AT TCW, THAT LOOK, IF YOU ARE GOING TO USE A TCW

COMPUTER, THE COMPANY MAY REVIEW E-MAILS?

A. YES.
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Q. THAT'S SOMETHING EVERY EMPLOYEE WAS TOLD?

A. YES.

Q. AND THEN YOU MADE REFERENCE TO SOMETHING

CALLED REVISION CONTROL, IN CONNECTION WITH CREATING

SOFTWARE CODE?

A. YES.

Q. WHAT IS REVISION CONTROL?

A. WELL, IT'S A PROGRAM THAT LETS YOU STORE ALL

OF THE DATABASE PROGRAMS THAT HAVE BEEN DEVELOPED, AND

FILES RELATED TO THOSE PROGRAMS.

Q. AND AS -- WHEN YOU ARE WRITING CODE, IS IT

STANDARD PROCEDURE TO USE REVISION CONTROL?

A. YES, IT IS.

Q. AND WHAT -- WHY IS THAT?

A. BECAUSE IT GIVES, NOT ONLY YOU A RECORD OF ALL

THE CODE YOU'VE WRITTEN, BUT IT ALSO PROTECTS THE CODE

IN SUCH A WAY THAT IT'S NOT TO BE SHARED WITH PEOPLE

THAT DON'T HAVE ANY BUSINESS USING IT.

Q. AND WAS REVISION CONTROL USED AT TCW WHEN YOU

WROTE CODE?

A. YES.

Q. AND DID CASEY MOORE WRITE CODE AT TCW?

A. YES.

Q. DID HE USE REVISION CONTROL IN ACCORDANCE WITH

TCW POLICY?

A. YES, HE DID.

Q. AND IF -- WHEN REVISION CONTROL IS USED WHEN

YOU ARE WRITING CODE, IS IT STANDARD PRACTICE TO USE IT
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RIGHT FROM THE VERY BEGINNING OF THE CODE-WRITING

PROCESS?

MR. WEINGART: OBJECTION, LEADING.

THE COURT: OVERRULED.

GO AHEAD.

THE WITNESS: YES, IT IS.

Q. BY MR. QUINN: AND IF SOMEBODY HAD COPIED CODE

FROM SOME PREEHISTING CODE, WOULD THE -- WOULD YOU BE

ABLE TO FIND EVIDENCE OF THAT, IN THE FIRST CODE THAT

WAS WRITTEN?

MR. WEINGART: OBJECTION, YOUR HONOR. THIS

CALLS FOR EHPERT TESTIMONY.

THE COURT: SUSTAINED.

Q. BY MR. QUINN: WELL, WOULD -- IF THERE WAS

COPYING, IF THE CODE WAS COPIED, AND YOU HAD REVISION

CONTROL, WOULD YOU BE ABLE TO DETERMINE THAT, FROM

LOOKING AT THE CODE-WRITING HISTORY?

MR. WEINGART: SAME OBJECTION, YOUR HONOR.

THE COURT: I'LL ALLOW THAT.

THE WITNESS: YES. THE VERSION HISTORY WOULD

CONTAIN ALL OF THE INITIAL VERSIONS OF THE CODE.

Q. BY MR. QUINN: RIGHT. BUT IF YOU DON'T USE

VERSION CONTROL, THAT HISTORY IS GONE?

A. THAT'S RIGHT.

THE COURT: WE'RE TALKING ABOUT TWO

DIFFERENT -- REVISION CONTROL AND VERSION CONTROL?

MR. QUINN: I'M SORRY. VERSION CONTROL. MY

BAD.



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

11:54AM

11:55AM

11:55AM

11:55AM

11:56AM

COPYING NOT PERMITTED PURSUANT TO GOVERNMENT CODE SECTION 69954(D)

764

THE COURT: WE WERE TALKING ABOUT REVISION

CONTROL.

HAVE WE SHIFTED TO SOMETHING DIFFERENT?

MR. QUINN: NO.

MAYBE I CAN GET SOME HELP.

Q. AM I TALKING ABOUT REVISION CONTROL OR VERSION

CONTROL?

A. IT'S VERSION CONTROL; BUT THE TERMS ARE

SYNONYMOUS.

Q. OKAY.

SO IF YOU DON'T HAVE -- IF THE VERSION

CONTROL HADN'T BEEN USED, YOU LOSE THAT EARLY HISTORY?

A. YES.

Q. WHICH WOULD SHOW COPIED?

A. YES.

Q. TAKE A LOOK, PLEASE, AT EHHIBITS 260 AND 284.

IF YOU COULD KIND OF LOOK AT BOTH OF THEM, MAYBE STICK

YOUR FINGER IN THE BOOK THERE.

AND LET ME ASK YOU IF YOU CAN

IDENTIFY -- DO YOU RECOGNIZE THESE TWO DOCUMENTS?

A. YES, I DO.

Q. WHAT ARE THEY?

A. THIS IS THE TCW MBS INVESTMENT TECHNOLOGY

PRESENTATION.

Q. AND DID YOU PREPARE THESE?

A. YES, I DID.

Q. AND DID SOMEBODY INSTRUCT YOU TO PREPARE

THESE?
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A. AT THE TIME I FIRST PREPARED THEM, NO.

I COMPILED THEM AS A MEANS OF

SUMMARIZING THE TEAM AND THE PRODUCTS OF THE TEAM.

Q. WE'D OFFER THESE, YOUR HONOR. EHHIBITS 260

AND 284.

THE COURT: ANY OBJECTION?

MR. WEINGART: NO, YOUR HONOR.

THE COURT: THEY'LL BE ADMITTED.

(ADMITTED: PLAINTIFF'S 260 AND 284.)

Q. BY MR. QUINN: IF WE COULD START MAYBE WITH

JUST 260.

CAN YOU TELL US HOW THIS WAS USED? THIS

ONE IS DATED SEPTEMBER 2ND, 2009.

HOW WAS THIS DOCUMENT USED?

A. THIS DOCUMENT WAS USED AS A TOOL TO EHPLAIN

THE TECHNOLOGY TEAM AND SOME OF THE SYSTEMS TO

PROSPECTIVE CLIENTS AND CLIENTS.

Q. AND BY THE SYSTEMS, YOU ARE REFERRING TO THE

TCW ANALYTICS THAT WE'VE TALKED ABOUT HERE?

A. YES, IT INCLUDES THOSE, YES.

Q. AND YOU FIRST CREATED THIS ON YOUR OWN

INITIATIVE?

A. YES.

Q. AND THAT WOULD HAVE BEEN WHEN THAT YOU FIRST

CREATED IT?

A. IT WOULD BE HAVE BEEN IN THE SPRING OF 2009.



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

11:57AM

11:57AM

11:57AM

11:57AM

11:58AM

COPYING NOT PERMITTED PURSUANT TO GOVERNMENT CODE SECTION 69954(D)

766

Q. DID YOU THEN SHOW IT TO OTHER FOLKS IN THE MBS

GROUP?

A. YES, I DID.

Q. WHO DID YOU SHOW IT TO?

A. I SHOWED IT TO ERIC ARENTSEN AND CHRIS

SANTA ANA.

Q. AND WHEN YOU SHOWED IT TO MR. SANTA ANA, DID

HE HAVE ANY PARTICULAR RESPONSE?

A. YES.

Q. WHAT WAS HIS RESPONSE?

A. HE REALLY LIKED IT.

Q. AND DID HE SAY THAT HE WANTED TO USE IT IN

PRESENTATIONS TO CLIENTS?

A. YES.

Q. AND MAYBE IF WE COULD JUST KIND OF THUMB

THROUGH THE PAGES HERE, AND GIVE THE JURY AN IDEA OF

WHAT -- 260, I THINK, IS BASICALLY THE SAME -- WHAT'S

BEHIND HERE? THESE BASICALLY ARE DESCRIPTIONS OF

THE -- THIS -- YOUR MBS TECHNOLOGY DEPARTMENT, AND THE

VARIOUS SYSTEMS THAT YOU DEVELOPED; IS THAT FAIR TO

SAY?

A. YES.

Q. AND WAS THIS, IN FACT, USED IN 2009, IN

PRESENTATIONS TO CLIENTS AND PROSPECTS?

A. YES, IT WAS.

Q. AND WERE YOU, PERSONALLY, PRESENT WHEN IT WAS

USED?

A. ON A NUMBER OF OCCASIONS, YES.
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Q. AND WAS MR. SANTA ANA ALSO PRESENT?

A. YES.

Q. AND WHEN YOU -- I NOTICE ON THE FIRST PAGE

HERE, IF WE GO BACK TO THE FIRST PAGE, IT SAYS IN THE

UPPER RIGHT-HAND CORNER, "CONFIDENTIAL MATERIAL, NOT

FOR DISTRIBUTION."

DO YOU SEE THAT?

A. YES.

Q. AND DO YOU KNOW HOW THAT CAME TO BE THERE?

A. YES.

Q. HOW DID IT COME TO BE THERE?

A. WHEN I SENT THIS PRESENTATION TO BARBARA

VANEVERY FOR FORMATTING, WHEN I RECEIVED IT BACK FROM

HER, IT HAD THIS LABEL.

Q. SO SHE ADDED THIS, "CONFIDENTIAL MATERIAL, NOT

FOR DISTRIBUTION," TO THIS DESCRIPTION OF TCW'S

ANALYTIC, CORRECT?

A. YES.

Q. AND WHEN THIS WAS HANDED OUT AT PRESENTATIONS,

WAS THAT NOTICE ON THERE, THAT THIS WAS CONFIDENTIAL

MATERIAL, NOT FOR DISTRIBUTION?

A. YES.

Q. NOW, WAS IT, IN FACT, HANDED OUT TO CLIENTS?

A. IT WAS HANDED OUT IN THE MEETING ITSELF, AND

RETRIEVED AT THE END OF THE MEETING.

Q. SO TAKE IT BACK?

A. YES.

Q. WHOSE IDEA WAS THAT?
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A. THAT WAS MR. SANTA ANA'S IDEA.

Q. SO HE DIDN'T WANT TO LEAVE THIS DESCRIPTION OF

THE TCW ANALYTICS WITH CLIENTS OR PROSPECTS; IS THAT

TRUE?

A. YES.

Q. AND DID HE TELL YOU WHY HE DIDN'T WANT TO

LEAVE IT?

A. YES. HE SAID HE DID NOT WANT TO SEE THE

DESIGNS ON THE SECURITY ANALYZER SCREEN SHOT IN BWIC

BROWSER SHOWING UP AT A COMPETITOR.

Q. WERE THERE OCCASIONS WHERE THERE WERE

ACTUALLY, SOME OF THE SLIDES WERE REDACTED --

A. YES.

Q. -- WHEN PROVIDED TO CLIENTS OR PROSPECTS?

A. YES.

Q. DID MR. SANTA ANA OR MS. VANEVERY EVER TELL

YOU THAT THEY HAD CHANGED THEIR MINDS, AND THEY DIDN'T

THINK THIS INFORMATION WAS CONFIDENTIAL OR TRADE

SECRET?

A. NO.

MR. WEINGART: OBJECTION, YOUR HONOR. THAT

MISSTATES THE TESTIMONY WITH REGARD TO TRADE SECRETS.

THE COURT: YEAH, I THINK IT'S IN REFERENCE TO

TRADE SECRETS.

MR. QUINN: ALL RIGHT.

Q. DID YOU REGARD THIS INFORMATION AS TRADE

SECRET?

MR. WEINGART: OBJECTION, YOUR HONOR.
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THE COURT: SUSTAINED.

MR. QUINN: OKAY.

Q. DID MR. SANTA ANA OR MS. VANEVERY EVER TELL

YOU THAT THEY HAD CHANGED THEIR MIND, AND THAT THEY

DIDN'T THINK THIS DESCRIPTION OF THE TCW ANALYTICS WAS

CONFIDENTIAL?

A. NO.

Q. SO LONG AS YOU WERE THERE, DID THEY EVER

CHANGE THE PRACTICE AND DECIDE IT'S PERFECTLY OKAY TO

LEAVE COPIES OF THIS WITH CLIENTS?

A. NO.

Q. SO AS LONG AS THEY WERE THERE AND YOU WERE

THERE -- AND YOU SAY YOU DID ABOUT 40 PRESENTATIONS?

A. IN THAT BALLPARK, YES.

Q. AND THESE WERE ALWAYS COLLECTED AT THE END OF

THE PRESENTATIONS?

A. YES.

Q. TAKE A LOOK, PLEASE, AT EHHIBIT 1036.

FIRST EHHIBIT 948, SORRY. EHHIBIT 948.

CAN YOU IDENTIFY EHHIBIT 948 FOR US?

A. YES. THIS IS THE TCW MBS INVESTMENT PROCESS.

Q. ALL RIGHT. AND WHO PREPARED THIS?

A. CHRIS SANTA ANA.

Q. I'D OFFER EHHIBIT 948, YOUR HONOR.

MR. WEINGART: NO OBJECTION.

THE COURT: IT WILL BE ADMITTED.

(ADMITTED: PLAINTIFF'S 948.)
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MR. QUINN: IF WE COULD PUT THAT ON THE

SCREEN.

Q. AND YOU SAY MR. SANTA ANA PREPARED IT? DID

YOU HAVE ANY INVOLVEMENT IN IT?

A. NO, ONLY AS A REVIEWER OF THE DOCUMENT.

Q. AND WERE YOU EVER PRESENT WHEN HE MADE

PRESENTATIONS BASED ON THIS DOCUMENT?

A. YES, I WAS IN A COUPLE OF THEM.

Q. AND DID HE INDICATE TO YOU -- DID HE EVER SAY

ANYTHING TO YOU ABOUT THIS DOCUMENT, EHHIBIT 948?

A. I DON'T RECALL THE SPECIFIC WORDS.

Q. WELL, IF YOU TURN TO PAGE 7, 948-7, THERE DO

WE HAVE A DESCRIPTION OF THE BENEFITS PROVIDED BY TCW'S

SYSTEMS, THE BWIC BROWSER, THE SECURITY ANALYZER, AIMS,

AND TED?

A. YES. THIS IS A SUMMARY OF THE BENEFITS OF

THOSE SYSTEMS.

Q. AND HOW WAS THIS DOCUMENT, EHHIBIT 948, HOW

WAS THIS USED?

A. THIS DOCUMENT WAS USED WITH CLIENTS AND

PROSPECTIVE CLIENTS TO DISCUSS THE INVESTMENT PROCESS.

Q. WOULD YOU -- DID YOU BELIEVE THAT THESE

COMPUTER PROGRAMS THAT ARE DESCRIBED HERE GAVE TCW A

COMPETITIVE ADVANTAGE?

A. YES.

Q. AND WOULD YOU HAVE EVER SHARED THOSE PROGRAMS

REFERRED TO HERE IN THIS OUTLINE WITH A COMPETITOR?
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A. NO.

Q. NOW, WOULD YOU TURN PLEASE, TO EHHIBIT 1036.

THIS IS A DOCUMENT BEARING DOUBLELINE

BATES NUMBER STAMP. DO YOU SEE THAT, IN THE LOWER

RIGHT-HAND CORNER DDLSA? DO YOU SEE THAT?

A. YES.

MR. QUINN: WE'D OFFER THIS, YOUR HONOR,

SELF-AUTHENTICATED.

THE COURT: ANY OBJECTION?

MR. WEINGART: NO OBJECTION, YOUR HONOR.

THE COURT: IT WILL BE ADMITTED.

(ADMITTED: PLAINTIFF'S 1036.)

Q. BY MR. QUINN: SO IF WE COULD PUT THAT ON THE

SCREEN, EHHIBIT 1036.

THIS IS A DESCRIPTION OF WHAT DOUBLELINE

SAYS ITS MBS INVESTMENT PROCESS AND CAPABILITIES ARE?

A. YES.

Q. THIS DOCUMENT IS WORD FOR WORD, IDENTICAL TO

THE DESCRIPTION OF TCW'S PROPRIETARY SYSTEMS THAT WE

JUST LOOKED AT IN EHHIBIT 948, CORRECT?

A. WITH THE EHCEPTION OF THE COMPANY NAME, YES.

Q. SO DOUBLELINE DESCRIBES ITS ANALYTICAL

PLATFORM, ITS COMPUTER PROGRAMS, USING THE EHACT SAME

WORDS AS TCW, CORRECT?

A. YES.

Q. LET'S TAKE A LOOK SIDE BY SIDE, IF WE CAN,
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PAGE 7 OF THE TCW EHHIBIT, THAT'S 748-7, AND PAGE 6 OF

DOUBLELINE DESCRIPTION OF ITS PROPRIETARY SYSTEMS,

EHHIBIT 1036-6.

I DON'T KNOW IF WE CAN ENLARGE THOSE,

BUT IT'S TRUE, ISN'T IT, THAT IF WE GO PARAGRAPH BY

PARAGRAPH, THE ANALYTICAL SYSTEMS USED AT DOUBLELINE

ARE DESCRIBED IN THE EHACT SAME WORDS, CORRECT?

A. YES, WITH THE EHCEPTION OF OAK TREES.

Q. ALL RIGHT. SO THE NAME OAK TREE WAS ADDED,

RIGHT?

MR. WEINGART: OBJECTION, YOUR HONOR. THAT

MISSTATES WHAT THE DOCUMENT SAYS.

THE COURT: I THINK WITH THE EHCEPTION OF THE

REFERENCE TO OAK TREE INVESTMENT TECHNOLOGY.

MR. QUINN: RIGHT.

THE COURT: PROVIDES INFRASTRUCTURE AND OTHER

TECHNOLOGICAL SUPPORT; SO IT'S NOT WORD FOR WORD.

Q. BY MR. QUINN: OTHER THAN THAT, OTHER THAN THE

REFERENCE TO OAK TREE, IT'S IDENTICAL, CORRECT?

AND THE WORD DOUBLELINE HAS ALSO BEEN

SUBSTITUTED THROUGHOUT FOR TCW, CORRECT?

A. YES. AND THE TITLE IS SLIGHTLY DIFFERENT, BUT

THE TEHT IS THE SAME IN THE COMMENTS AREA, WITH THOSE

EHCEPTIONS.

Q. AND IF WE LOOK, FOR EHAMPLE, AT THE FIRST

PAGE, THE DOUBLELINE 1036-1, AND COMPARE THAT WITH

948-1, THE FORMAT IS A LITTLE DIFFERENT, AND THAT THE

BOHES ARE A LITTLE DIFFERENT. IT'S LAID OUT
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DIFFERENTLY, RIGHT?

A. YES.

Q. BUT THE WORDS INSIDE ARE THE SAME, CORRECT?

A. YES.

Q. AND WE COULD GO THROUGH THIS DOCUMENT PAGE BY

PAGE, AND DO A -- YOU'VE DONE THIS. YOU'VE GONE

THROUGH THE DOCUMENT PAGE BY PAGE, AND COMPARED THE

LANGUAGE?

A. YES, I HAVE.

Q. NOW, WOULD IT BE ACCURATE TO GIVE -- FOCUSING

ON THE DOUBLELINE DOCUMENT, EHHIBIT 1036, WOULD IT BE

ACCURATE TO GIVE THIS PRESENTATION TO A CLIENT, IF YOU

DID NOT HAVE TCW'S ANALYTICS?

MR. WEINGART: OBJECTION, YOUR HONOR.

FOUNDATION.

THE COURT: SUSTAINED.

Q. BY MR. QUINN: WELL, YOU UNDERSTOOD THAT

EHHIBIT 948, THE DOCUMENT THAT MR. SANTA ANA CREATED,

INCLUDED A DESCRIPTION OF TCW'S ANALYTICAL SYSTEMS,

CORRECT?

A. YES.

Q. AND -- SO MY QUESTION WOULD BE, WOULD IT BE

ACCURATE TO USE THOSE WORDS TO DESCRIBE YOUR ANALYTICAL

SYSTEMS IF YOU DIDN'T HAVE TCW'S ANALYTICAL SYSTEMS?

MR. WEINGART: OBJECTION, YOUR HONOR.

FOUNDATION, AND IT MISSTATES THE DOCUMENT.

THE COURT: SUSTAINED.

Q. BY MR. QUINN: WELL, LET'S TAKE A LOOK AT
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EHHIBIT 719.

THIS IS A DOCUMENT BEARING A DOUBLELINE

BATES NUMBER.

DO YOU SEE THAT, IN THE LOWER RIGHT-HAND

CORNER?

A. YES.

MR. QUINN: WE'D OFFER THIS, YOUR HONOR.

MR. WEINGART: NO OBJECTION.

THE COURT: IT WILL BE ADMITTED.

(ADMITTED: PLAINTIFF'S 719.)

MR. QUINN: CAN WE PUT THAT ON THE SCREEN?

Q. THIS APPEARS TO BE A PRESENTATION MADE BY

MR. GUNDLACH TO THE NEW HAMPSHIRE RETIREMENT SYSTEM.

DO YOU SEE THAT?

A. YES.

Q. AND STARTING AT PAGE -12 IN THIS PRESENTATION,

DOUBLELINE HAS INCLUDED, WORD FOR WORD, THAT

DESCRIPTION OF THE DOUBLELINE ANALYTICAL PLATFORM THAT

WAS IN EHHIBIT 1036, THAT WE WERE JUST LOOKING AT,

CORRECT?

DO YOU SEE THAT? STARTING AT 719-12.

A. SLIGHTLY DIFFERENT, BUT VERY SIMILAR.

Q. BUT IN TERMS OF THE WORDS THAT ARE USED THERE,

719-12, THEY ARE ESSENTIALLY THE SAME WORDS AS APPEAR

IN DOUBLELINE'S 1036, CORRECT?

A. ESSENTIALLY THE SAME, YES.
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Q. WHICH AGAIN ARE THE SAME AS TCW'S 948,

CORRECT?

A. YES.

MR. QUINN: NOTHING FURTHER.

THANK YOU, YOUR HONOR.

THE COURT: ALL RIGHT.

WHO IS GOING TO DO CROSS-EHAMINATION?

MR. WEINGART: THAT WOULD BE MYSELF, YOUR

HONOR.

I DIDN'T KNOW, GIVEN WHERE WE ARE, IF

YOU WANTED TO JUST TAKE THE BREAK AND LET ME GET SET

UP.

THE COURT: WE CAN TAKE OUR BREAK.

WE WERE SCHEDULED TO BREAK AT 12:15 FOR

20 MINUTES, SO WE'LL TAKE IT NOW. WE'LL COME BACK

CLOSER TO 25 MINUTES TO 1:00.

(AT 12:10 P.M. THE JURY WAS

EHCUSED, AND THE FOLLOWING

PROCEEDINGS WERE HELD:)

THE COURT: WE'RE OUT OF THE PRESENCE OF THE

JURY.

I JUST WANT TO CLARIFY ONE THING HERE.

MR. QUINN, IT SEEMS TO ME THAT

ULTIMATELY, THERE ARE -- WE'RE GOING TO INSTRUCT THE

JURY ON WHAT CONSTITUTES A TRADE SECRET AND WHAT

DOESN'T.
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AND I'M NOT SURE THAT THE WITNESS'

OPINIONS AS TO WHETHER IT'S A TRADE SECRET OR NOT ARE

REALLY RELEVANT. I'M HAPPY TO ENTERTAIN DISCUSSION ON

THAT POINT.

BUT THAT'S WHY I WANT TO MAKE SURE YOU

UNDERSTAND WHERE I'M COMING FROM. AND IF I'M MAKING A

MISTAKE HERE, OR THERE'S SOME REASON THAT YOU THINK WE

SHOULD HAVE MULTIPLE PEOPLE'S OPINIONS ON WHAT

CONSTITUTES A TRADE SECRET, I'M WILLING TO LISTEN.

MR. QUINN: JUDGE, I CAN LIVE WITH ANY RULE ON

THIS.

IT'S KINDA LIKE ASKING SOMEBODY, DID YOU

HAVE A CONTRACT?

THE COURT: WELL, YOU ASK IF IT'S

CONFIDENTIAL, IF IT'S PROPRIETARY, DIFFERENT THINGS.

BUT IT SEEMS TO ME, THE OBJECTION WAS

COMING THAT THEY SHOULDN'T BE SAYING IT IS OR ISN'T A

TRADE SECRET. AND I JUST WANTED TO CLARIFY THAT.

AND I ASSUME THAT'S THE DEFENSE POSTURE

ON THIS?

MR. WEINGART: YES, YOUR HONOR, CERTAINLY WITH

REGARD TO THE PERCIPIENT WITNESSES.

THE COURT: JUST SO THAT WE ALL KNOW WHAT THE

RULINGS ARE COMING FROM.

AND IF THERE'S QUESTIONS ON ANY OF THIS,

LET ME KNOW.

OKAY. THANK YOU.
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