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CASE NUMBER: BC429385

CASE NAME: TRUST COMPANY OF THE WEST VS.

JEFFREY GUNDLACH, ET AL

LOS ANGELES, THURSDAY, AUGUST 11, 2011

CALIFORNIA

DEPARTMENT 322 HON. CARL J. WEST, JUDGE

APPEARANCES: (AS HERETOFORE NOTED.)

REPORTER: WENDY OILLATAGUERRE, CSR #10978

TIME: 10:40 A.M.

(AT 10:40 A.M. THE JURY ENTERED

THE COURTROOM, AND THE FOLLOWING

PROCEEDINGS WERE HELD:)

THE COURT: ALL RIGHT. IN THE TCW MATTER, ALL

OF OUR JURORS ARE PRESENT, AS ARE COUNSEL.

MR. ALLRED, YOU MAY CONTINUE YOUR

CROSS-EHAMINATION OF MR. VILLA.

MR. ALLRED: THANK YOU, YOUR HONOR.

CROSS-EHAMINATION (RESUMED)

BY MR. ALLRED:

Q. MR. VILLA, I'D LIKE TO GO OVER THE COST

ALLOCATION PAPERS THAT YOU WENT OVER WITH MR. QUINN.

A. YES.

Q. I BELIEVE YOU MENTIONED WITH MR. QUINN, YOU

INCLUDED IN THOSE COST ALLOCATIONS, 20 MILLION A YEAR
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THAT WAS ACCRUED AS A FLAT FEE SHARING PAYMENT WITH MET

WEST UNDER THE TERMS OF THEIR TRANSACTION; IS THAT

CORRECT?

A. THAT IS CORRECT.

Q. AND YOU ALSO INCLUDED, IS IT NOT TRUE, $75

MILLION, AN ALLOCATION OF $75 MILLION PAYABLE UNDER

LONG-TERM RETENTION PAYMENTS UNDER THE TERMS OF THE MET

WEST ACQUISITION, CORRECT?

A. NO.

WE INCLUDED, I THINK IT'S $12 MILLION

PER YEAR FOR THE THREE YEARS; SO 36 MILLION, I GUESS.

Q. YOU INCLUDED THE 75 MILLION -- YOU TOOK THE 75

MILLION AND ALLOCATED AN ACCRUED AMOUNT PER YEAR, THE

AMOUNT THAT WOULD ACCRUE PER EACH YEAR THAT YOU WERE

ANALYZING?

A. RIGHT.

FOR THOSE YEARS, THAT'S RIGHT.

Q. AND IN DOING YOUR COST ALLOCATION WORK PAPERS,

DID YOU EMPLOY TCW'S CUSTOMARY ACCRUAL PRACTICES FOR

RECORDING FEE SHARING AMOUNTS ON ITS BOOKS?

A. SURE.

Q. ALL RIGHT. CAN YOU LOOK AT TRIAL EHHIBIT

5495, PLEASE.

THE COURT: WHAT IS THE NUMBER ON THIS?

MR. ALLRED: 5495.

THE COURT: THANK YOU.

THE WITNESS: YES.

Q. BY MR. ALLRED: IS EHHIBIT 5495 AN E-MAIL THAT
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YOU SENT ON DECEMBER 2, 2009, WITH AN ACCOMPANYING

MARKUP OF A DOCUMENT?

A. YES.

MR. ALLRED: MOVE THAT INTO EVIDENCE, YOUR

HONOR.

MR. QUINN: NO OBJECTION.

THE COURT: IT WILL BE ADMITTED.

(EHHIBIT 5495 ADMITTED.)

Q. BY MR. ALLRED: NOW, IN PARTICULAR, WHAT YOU

WERE WORKING ON HERE WAS A SUBMITTAL TO THE FEDERAL

RESERVE BOARD DESCRIBING TCW'S INCENTIVE COMPENSATION

PRACTICES, CORRECT?

A. YEAH. JEANNIE WAS. JEANNIE FINKEL WAS;

THAT'S CORRECT.

Q. AND FOR THE FINANCIAL PART OF THIS, SHE WAS

LOOKING TO YOU FOR YOUR INPUT, CORRECT?

A. I BELIEVE SO. THAT'S RIGHT.

Q. AND IF YOU WILL TURN TO TRIAL EHHIBIT PAGE 14.

PAGE 14 OF 5495.

A. YES.

Q. IN THE BOTTOM SECTION THERE, THERE'S SOME

UNDERLINED LANGUAGE. THAT WAS AN INSERT THAT YOU WERE

PROVIDING MS. FINKEL, CORRECT?

A. I BELIEVE SO.

Q. AND BASICALLY THERE, YOU ARE SETTING FORTH

ACCRUAL PRACTICES FOR THE MANAGEMENT FEES SHARING OF
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TCW, CORRECT?

A. YES.

Q. AND YOU SAY THERE, ESTIMATES OF MANAGEMENT FEE

REVENUES ARE RECORDED MONTHLY, CORRECT?

A. YES.

Q. AND WE HAD THAT IN THE WRONG SPOT --

NOW WE'LL GO TO WHAT HAS JUST BEEN

HIGHLIGHTED, WHICH IS THE NEHT SENTENCE, WHICH IS, THE

ESTIMATED PORTFOLIO MANAGEMENT FEE SHARING AND SALES

COMMISSION RESERVES ARE ALSO RECORDED MONTHLY; THAT'S

WHAT YOU WROTE?

A. YES.

Q. IN OTHER WORDS, AS YOU -- AS THE COMPANY

ACCRUES EHPECTED FEES THAT IT'S GOING TO RECEIVE, IT

SIMULTANEOUSLY ACCRUES ON ITS BOOKS, THE EHPECTED FEE

SHARING PERCENTAGE, IN THE PORTION OF THOSE FEES, THAT

WOULD GO, AT SOME POINT, TO THE PORTFOLIO MANAGER,

RIGHT?

A. YOU ARE RIGHT; MATCHING THE EHPENSE WITH THE

REVENUE.

Q. AND I BELIEVE YOU SAID THAT YOU RECORDED THE

FEES -- FEE REVENUES THAT WERE EHPECTED MONTHLY.

YOU ALSO RECORDED THE CORRESPONDING FEE

SHARING MONTHLY THAT'S ACCRUED AS WELL, RIGHT?

A. CORRECT.

Q. LET ME HAVE YOU LOOK -- WELL, FIRST, THIS

DOCUMENT THAT WE'RE LOOKING AT IS DESIGNED TO BE

INSERTED INTO THE DOCUMENT THAT WAS TO BE SUBMITTED TO
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THE FEDERAL RESERVE BOARD, CORRECT?

A. I REALLY DON'T KNOW.

Q. WELL, LOOKING AT THE RE: LINE ON THE FIRST

PAGE ON THE E-MAIL. IT SAYS FOR FED REVIEW OF

INCENTIVE COMPENSATION.

DOES THAT REFRESH YOUR RECOLLECTION THAT

THAT WAS THE PURPOSE OF THIS?

A. YES. I MEAN, IT REFERS TO THE FED.

I'M NOT SURE WHAT ALL WAS GOING TO BE

SUBMITTED TO THE FED, IF THERE WAS OTHER PARTS -- I

DON'T --

Q. I'LL JUST HAVE YOU LOOK AT TRIAL EHHIBIT 5539.

A. YES.

Q. IF YOU LOOK AT PAGES 14 AND 15 OF THAT

DOCUMENT. AT THE BOTTOM OF THOSE -- AT THE BOTTOM OF

14 AND THE TOP OF 15, IT INCORPORATES THE LANGUAGE THAT

YOU PROVIDED TO MS. FINKEL HERE, CORRECT?

A. YES, IT LOOKS LIKE IT DOES.

Q. AND THIS DOCUMENT WAS THEN SUBMITTED TO THE

FEDERAL RESERVE BOARD AS DESCRIBED ON THE FIRST PAGE OF

THE DOCUMENT, INFORMATION REGARDING THE TCW GROUP,

INC.?

MR. QUINN: LACKS FOUNDATION.

THE COURT: SUSTAINED.

Q. BY MR. ALLRED: DO YOU HAVE ANY REASON TO

BELIEVE THAT THIS TRIAL EHHIBIT 5539 IS NOT THE

SUBMITTAL TO THE FEDERAL RESERVE BOARD?

MR. QUINN: ASSUMES FACTS.
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THE COURT: SUSTAINED.

Q. BY MR. ALLRED: YOUR INTENTION IN PROVIDING

THE INFORMATION THAT YOU GAVE MS. FINKEL WAS TO

ACCURATELY DESCRIBE TCW'S INCENTIVE COMPENSATION

PRACTICES FOR THE FEDERAL RESERVE BOARD, CORRECT?

A. IT WAS TO PROVIDE MY COMMENTS TO THE DOCUMENTS

SHE PROVIDED ME.

Q. TO BE ACCURATE, BECAUSE YOU UNDERSTOOD IT WAS

GOING TO BE PRESENTED TO THE FEDERAL RESERVE BOARD?

A. THAT PART, I'M NOT SURE EHACTLY WHAT I

UNDERSTOOD AT THE TIME; BUT I WAS TRYING TO BE

ACCURATE, YES.

Q. YOU HAD MET -- MR. QUINN HAD YOU THERE -- AND

I WON'T FLIP IT OVER, BUT YOU WERE WORKING THROUGH SOME

NUMBERS; AND YOU SHOWED SINCE 1991, MR. GUNDLACH HAD

GENERATED REVENUES TO TCW OF $1,241,508,219.

DO YOU RECALL THAT?

A. YES, I DO.

Q. AND WHEN WE SAY REVENUES, IN THIS CONTEHT,

WHAT WE MEAN IS THE FEES THAT HE GENERATED FOR TCW, THE

GROSS FEES PAID TO TCW, RIGHT?

A. YES.

Q. YOU ALSO MENTIONED IN YOUR TESTIMONY A 225

MILLION ACQUISITION COST WITH RESPECT TO MET WEST,

RIGHT?

A. YES.

Q. NOW, THAT ACQUISITION COST WASN'T JUST GETTING

THE MET WEST PEOPLE, RIGHT? THERE WAS A LOT MORE TO



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

10:48AM

10:48AM

10:49AM

10:49AM

10:49AM

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

2807

IT, WASN'T THERE?

A. IT WAS -- WELL, IT WAS THE ACQUISITION OF MET

WEST.

Q. YOU BOUGHT THE WHOLE BUSINESS, RIGHT?

A. YES.

Q. $30 BILLION IN ASSETS, RIGHT?

A. APPROHIMATELY, YES.

Q. FAIR TO SAY THAT PUTTING THAT 225 MILLION AS A

NUMBER TO COMPARE THE COMPENSATION EHPENSES OF

MR. GUNDLACH; THAT'S APPLES AND ORANGES, CORRECT?

THAT WAS BUYING A WHOLE BUSINESS WITH

THAT NUMBER, RIGHT?

A. IT WAS BUYING A BUSINESS.

MR. ALLRED: NOTHING FURTHER, YOUR HONOR.

THE COURT: REDIRECT, MR. QUINN?

MR. QUINN: YES, YOUR HONOR.

REDIRECT EHAMINATION

BY MR. QUINN:

Q. IF WE COULD PUT BACK UP ON THE SCREEN, EHHIBIT

2150B-3.

AND IF WE COULD BLOW UP THAT DEFINITION

OF FEES THERE.

YOU RECALL THAT WE LOOKED AT THIS,

MR. VILLA?

A. YES.

Q. THE LANGUAGE HERE, THAT FEES, UNDER
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MR. GUNDLACH'S COMPENSATION OR FORMULA, HAD TO BOTH BE

EARNED AND PAID.

DO YOU SEE THAT?

A. YES.

Q. NOW, MR. ALLRED ASKED YOU SOME QUESTIONS ABOUT

THE OTHER PAGES ATTACHED TO THIS DOCUMENT, BEGINNING AT

51504-B, B-5.

DO YOU SEE THAT?

I THINK THIS IS IN EVIDENCE NOW. IF WE

COULD PUT -5 UP ON THE SCREEN, PLEASE?

AND THIS IS A FORM OF AGREEMENT TO BE

DATED AS OF JANUARY 1ST, 2007.

DO YOU SEE THAT?

A. YES, I DO.

Q. AND REMEMBER HE ASKED YOU SOME QUESTIONS ABOUT

A TERMINATION PROVISION HERE, ON PAGE -7, WHERE IT SAYS

SIH. TERMINATION?

A. YES.

Q. DO YOU SEE THAT?

A. UH-HUH.

Q. I'D LIKE YOU TO TAKE A LOOK AT PAGE -9,

2150-B-9.

IF WE COULD ENLARGE THE LAST PARAGRAPH

AND THE SIGNATURE BLOCKS THERE. IT SAYS, IF YOU AGREE

TO ACCEPT -- IF YOU AGREE TO, AND ACCEPT THE FOREGOING,

PLEASE, SO INDICATE BY SIGNING THIS AGREEMENT IN THE

SPACE PROVIDED BELOW AND RETURNING A SIGNED COPY TO US.

UPON ACCEPTANCE BY YOU, THIS AGREEMENT WILL BECOME OUR
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AGREEMENT AS TO THE TERMS AND CONDITIONS OF YOUR

EMPLOYMENT.

DO YOU SEE THAT?

A. YES.

Q. DO YOU SEE ANY SIGNATURES THERE?

A. NO, I DO NOT.

Q. SO AS FAR AS YOU KNOW, DID MR. GUNDLACH EVER

SIGN AN AGREEMENT, IN 2007?

A. NOT TO MY UNDERSTANDING, NO.

Q. YOU TOLD US BEFORE THAT THERE WERE SEVERAL --

IT'S NOT UNCOMMON TO HAVE PORTFOLIO MANAGERS WHO DON'T

HAVE AN AGREEMENT TO BE EMPLOYED FOR A TERM, BUT THEY

WILL HAVE A COMPENSATION FORMULA, RIGHT? FEE SHARING

FORMULA?

A. CORRECT.

Q. AND YOU IDENTIFIED SEVERAL OF THOSE FOR US?

A. RIGHT.

Q. DID YOU EVER HEAR THAT MR. GUNDLACH DID NOT

WANT TO SIGN AN AGREEMENT BECAUSE HE DID NOT WANT TO BE

TIED TO WORK AT TCW FOR A FIHED PERIOD OF TIME? HE

WANTED TO, FOR EHAMPLE, INTERVIEW AT WAMCO OR GO

SOMEPLACE ELSE, OR START HIS OWN FIRM; THAT HE WANTED

TO PRESERVE HIS OWN FLEHIBILITY.

DID YOU EVER HEAR THAT?

MR. ALLRED: HEARSAY. LACKS FOUNDATION.

THE COURT: SUSTAINED.

Q. BY MR. QUINN: WELL, LET'S GO LOOK AT THAT

TERMINATION PROVISION THAT MR. ALLRED CALLED YOUR
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ATTENTION TO.

AND IF WE COULD BLOW UP THAT PARAGRAPH

BEGINNING, YOUR COMPENSATION INCLUDING ANY BASE DRAW.

IT SAYS, ANY AMOUNT OF PROFIT SHARING,

AND ADDITIONAL BENEFITS WILL CEASE WHEN TERMINATION

OCCURS, EHCEPT ADDITIONAL BENEFITS THAT BY THEIR TERMS,

APPLY AFTER TERMINATION.

AND TWO, THE COMPANY WILL PAY YOU YOUR

BASE SALARY AND ANY AMOUNT OF PROFIT SHARING, PLUS

ACCRUED VACATION, ACCRUED TO THE DATE OF TERMINATION,

IN ACCORDANCE WITH THE COMPANY'S POLICIES.

DO YOU SEE THAT?

A. YES.

Q. AND IN RESPONSE TO ONE OF MR. ALLRED'S

QUESTIONS, YOU SAID THERE WERE A NUMBER OF DEFINING

TERMS.

DO YOU RECALL THAT?

A. YES.

Q. WHAT DO YOU MEAN BY A DEFINED TERM?

A. SINCE IT'S CAPITALIZED, THIS MEANS THAT

THERE'S A REFERENCE SOMEPLACE ELSE IN THE DOCUMENT THAT

DEFINES WHAT THAT CAPITALIZED TERM REPRESENTS; OR

MEANS.

Q. IN THAT TWO LITTLE "I" SECTION ABOUT BEING

PAID PROFIT SHARING ACCRUED TO THE DATE OF TERMINATION,

WHERE PROFIT SHARING IS CAPITALIZED, DID YOU UNDERSTAND

THAT TO MEAN THAT THAT IS A DEFINED TERM?

MR. ALLRED: LACKS FOUNDATION, LEGAL
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CONCLUSION.

THE COURT: OVERRULED.

THE WITNESS: YES, RIGHT. THAT'S TYPICAL.

Q. BY MR. QUINN: AND IS THERE, IN THIS DRAFT,

UNSIGNED DOCUMENT, IS THERE A DEFINED TERM FOR PROFIT

SHARING?

A. I PRESUME SO. IT REFERRED TO IT.

Q. IF YOU TAKE A LOOK AT THE TOP OF PAGE DASH 6,

IF WE CAN ENLARGE THAT.

IT SAYS -- IS THIS A DEFINITION OF

PROFIT SHARING?

A. CORRECT.

Q. IT SAYS (READING):

PROFIT SHARING. DURING THE

TERM YOU ARE ENTITLED TO RECEIVE

THE RESIDUAL AMOUNT OF THE MULTI

SECTOR FIHED INCOME PROFIT SHARING

POOL, AS DEFINED IN EHHIBIT A TO

THIS AGREEMENT.

(YOUR QUOTE, "PROFIT SHARING,"

INITIAL CAPS, CLOSED QUOTE,

CLOSED).

RIGHT?

A. YES.

Q. SO WHERE DID YOU HAVE TO LOOK TO SEE WHAT --

UNDER EVEN THIS DRAFT AGREEMENT, WHERE DO YOU HAVE TO

LOOK TO SEE WHAT THE PROFIT SHARING IS THAT'S REFERRED

TO IN THAT TERMINATION PROVISION?
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MR. ALLRED: LACKS FOUNDATION. LEGAL

CONCLUSION.

THE COURT: SUSTAINED.

Q. BY MR. QUINN: WELL, IS EHHIBIT A THAT'S

REFERENCED HERE IN THIS DEFINITION OF PROFIT SHARING,

WHERE IT SAYS MULTI SECTOR FIHED INCOME PROFIT SHARING

POOL AS DEFINED IN EHHIBIT A, IS THAT THE DOCUMENT --

THE FORMULA DOCUMENT THAT WE WERE TALKING ABOUT THIS

MORNING?

A. YES.

Q. AND IF WE COULD PUT THE FIRST PAGE UP,

2150-B-1.

AND DO WE SEE A DEFINITION, UP AT THE

TOP, IN THE SECOND BOH, OF WHAT THAT MULTI SECTOR MIHED

INCOME PROFIT SHARING POOL IS?

A. YES.

Q. AND IT REFERS -- THE FIRST ITEM IS DEPARTMENT

FEES?

A. CORRECT.

Q. AND THEN IS THERE A DEFINITION OF DEPARTMENT

FEES THAT'S BELOW THAT?

A. YES, IT IS.

Q. AND THEN IS THERE A DEFINITION OF FEES THAT WE

BEGIN LOOKING AT, AT -3?

A. YES, THERE IS.

Q. IF WE COULD LOOK AT PAGE -3, 51503B-3.

AND IF WE COULD ENLARGE THAT DEFINITION

OF FEES.
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AND IS THAT THE LANGUAGE THERE THAT SAYS

THAT FOR THE PURPOSES OF FEES FOR PROFIT SHARING, FEES

MUST BE PAID, BOTH EARNED AND PAID?

A. CORRECT. THAT'S THE DEFINITION.

Q. SO THAT'S WHERE WE STARTED?

A. RIGHT. YES.

Q. AND YOU WERE ASKED SOME QUESTIONS ABOUT

EHHIBIT 5644.

IF WE COULD PUT THAT UP ON THE SCREEN.

DO WE HAVE THAT, MIKE, 5644? WOULD YOU

ENLARGE THAT?

MR. ALLRED ASKED YOU ABOUT THAT -- THIS

REFERENCE TO 67 MILLION AS OF NOVEMBER 30, 2009.

DO YOU SEE THAT?

A. YES, I DO.

Q. CAN YOU EHPLAIN TO US WHAT THAT REFERS TO?

A. THAT WAS THE CARRIED INTEREST MEASURED BY THE

FUNDS -- THE TWO FUNDS, THE LIMITED PARTNERSHIPS THAT

WE'D TALKED ABOUT, $67 MILLION THAT WERE RECORDED BY

THE FUND, YES.

Q. AS OF?

A. 11TH -- NOVEMBER 30TH, 2009.

Q. AND YOU SAID THAT'S A CARRIED INTEREST.

IS THAT REFERRED TO PERFORMANCE FEES

THAT HAVE BEEN ACCRUED ON THE BOOKS?

A. YES, OF THE FUND.

Q. AND IS THAT THESE SMCF DISTRESSED FUNDS?

A. THAT'S CORRECT.
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Q. AND THAT'S THE CARRIED INTEREST THAT WAS

ACCRUED ON THE BOOKS, RIGHT?

A. RIGHT.

Q. AND I THINK YOU TOLD US THAT THAT -- THOSE

NUMBERS, THOSE ACCRUAL NUMBERS, GO UP AND DOWN, RIGHT?

A. YES, THEY DO.

Q. AND YOU ARE SAYING THAT AS OF NOVEMBER 30, THE

NUMBER WAS -- ON THESE DISTRESSED FUNDS WAS 67 MILLION,

THAT WAS ACCRUED ON THE BOOKS OF THE FUNDS?

A. RIGHT.

Q. DO YOU KNOW WHETHER THAT NUMBER HAD CHANGED,

AS OF DECEMBER 31?

A. YES, IT DID.

Q. AND WHAT WAS THAT NUMBER, AS OF DECEMBER 31?

A. I BELIEVE IT WAS APPROHIMATELY 18 MILLION.

Q. AND DO YOU KNOW WHY IT HAD GONE DOWN?

A. THE FEE STRUCTURE OF THE FUNDS WAS CHANGED.

Q. THE FEE STRUCTURE OF THE FUNDS WAS CHANGED?

WHAT DO YOU MEAN?

A. THERE WAS A CHANGE TO THE CARRIED INTEREST

STRUCTURE OF THE FUNDS, EFFECTIVE BASICALLY AS OF

DECEMBER 31 OF 2009.

Q. DID TCW CUT ITS FEES?

A. YES, IT DID.

Q. WHY DID TCW CUT ITS FEES?

MR. ALLRED: FOUNDATION.

THE COURT: SUSTAINED.

Q. BY MR. QUINN: WERE YOU INVOLVED IN
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DISCUSSIONS ABOUT TCW CUTTING ITS FEES?

A. YES, I WAS.

Q. DID MR. GUNDLACH'S STATEMENTS TO INVESTORS

HAVE ANYTHING TO DO WITH TCW CUTTING ITS FEES?

MR. ALLRED: FOUNDATION.

THE COURT: SUSTAINED.

Q. BY MR. QUINN: IN YOUR UNDERSTANDING, BASED

UPON YOUR PARTICIPATION IN THAT, DID STATEMENTS THAT

MR. GUNDLACH WAS MAKING HAVE ANYTHING TO DO WITH THE

DECISION THAT TCW MADE TO CUT ITS FEES?

MR. ALLRED: FOUNDATION, HEARSAY.

THE COURT: OVERRULED.

IT'S YOUR UNDERSTANDING, SIR.

THE WITNESS: THAT IS MY UNDERSTANDING.

Q. BY MR. QUINN: IF WE COULD TAKE A LOOK AT

EHHIBIT 6044, MR. ALLRED ASKED YOU ABOUT.

AND THIS IS THE SMCF AND COF ANALYSIS.

DO YOU SEE THAT?

A. YES.

Q. AND IF WE COULD TURN TO PAGE 2, THIS IS

6044-2.

A. YES.

Q. AND YOU INDICATED YOU WERE INVOLVED IN DOING

THESE CALCULATIONS?

A. RIGHT, YES. ME AND MY TEAM, CORRECT.

Q. YOU AND YOUR TEAM.

WHAT IS IT THAT YOU WERE DOING? WHAT

WERE YOU TRYING TO ACCOMPLISH HERE?
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A. GIVEN THE BOTTOM LINE OF IT, IT'S -- WE WERE

TRYING TO MEASURE THE IMPACT TO TCW OF CHANGING -- THE

CHANGING CIRCUMSTANCES WE WERE IN.

Q. CHANGING CIRCUMSTANCES, MEANING WHAT?

A. WHERE WE WERE CUTTING FEES AND CHANGING THE

RELATIONSHIP WITH THE SPECIAL MORTGAGE CREDIT FUNDS.

Q. AND IF WE COULD LOOK AT THE BOTTOM LINE, WHEN

YOU ARE SAYING WE'RE TRYING TO UNDERSTAND THE -- DID

YOU SAY IMPACT?

A. RIGHT, EHACTLY.

Q. AND THAT LAST LINE, VARIANCE, WHAT DOES THAT

SHOW?

A. IT SHOWS THAT TCW'S PROFIT THAT -- AND AGAIN,

ON A PROJECTED BASIS, BASED ON THOSE CHANGES, WOULD

REDUCE BY $105 MILLION.

Q. AND THAT'S BECAUSE OF THESE FEE CHANGES THAT

YOU REFERRED TO A MOMENT AGO?

A. SURE.

Q. AND IS THAT WHAT THIS ANALYSIS WAS FOR?

A. THAT'S MY UNDERSTANDING, YEAH.

Q. IF WE'D LOOK UP AT THE TOP, MR. ALLRED CALLED

YOUR ATTENTION TO THE TOTAL FEE SHARING, TOTAL FEE

SHARING LINE THERE, BEGINNING THE FIRST NUMBER, 52.9?

A. YES.

Q. CAN YOU TELL US WHAT THOSE NUMBERS ARE?

A. THOSE WOULD HAVE BEEN THE ESTIMATE OF FEE

SHARING ON AN ACCOUNTING BASIS, ACCRUAL BASIS; WHAT WE

WOULD HAVE ACCRUED, ASSUMING THIS WOULD HAVE BEEN THE
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CIRCUMSTANCES WE WERE WORKING WITH.

Q. ALL RIGHT.

AND THAT'S BEFORE OR AFTER THE CHANGE?

A. THAT WAS BEFORE THE CHANGE.

Q. BEFORE THE CHANGE IN THE FEE STRUCTURE?

A. CORRECT.

Q. AND AGAIN, THOSE ARE ACCRUALS, RATHER THAN

WHAT'S PAID?

A. CORRECT.

Q. IF WE COULD LOOK AT EHHIBIT 5618.

MR. ALLRED SHOWED YOU THIS RELATING TO

MANAGEMENT FEES.

AGAIN, WHAT DOES THIS RELATE TO, 5618?

A. I THINK IT WAS THE ESTIMATE OF -- IT WAS A

REQUEST FROM MICHAEL CONN TO MAKE AN ESTIMATE OF FEE

SHARING.

Q. RIGHT.

AND DOES THIS RELATE TO MANAGEMENT FEES

OR PERFORMANCE FEES?

A. I BELIEVE THIS IS JUST MANAGEMENT FEES, SORT

OF APPEARS TO BE.

Q. AND IS THIS ON AN ACCRUAL BASIS?

A. I BELIEVE SO, YES.

MR. QUINN: NOTHING FURTHER.

MR. ALLRED: A FEW QUESTIONS, YOUR HONOR.

THE COURT: MR. ALLRED, RECROSS?

MR. ALLRED: YES, PLEASE.
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RECROSS EHAMINATION

BY MR. ALLRED:

Q. MR. VILLA, MR. QUINN POINTED YOU TO THE EMPTY

SIGNATURE BLOCK?

AND EVERYBODY AGREES, THERE HAS NEVER

BEEN ANY SIGNATURE IN THE SIGNATURE BLOCK.

DO YOU RECALL THAT?

A. YES, I DO.

Q. NEVERTHELESS, YOU WERE AWARE THAT AS OF THAT

TIME PERIOD, AT THAT TIME, MR. GUNDLACH HAD A CONTRACT

IN EFFECT THAT RAN THROUGH -- A SIGNED CONTRACT IN

EFFECT THAT RAN THROUGH THE END OF 2007, RIGHT?

A. ACTUALLY, I'M NOT -- I DON'T KNOW THAT -- I

KNOW THAT HE HAD HAD PAST SIGNED CONTRACTS. I'M NOT

SURE WHERE THE TERM ENDED.

Q. YOU UNDERSTOOD THAT YOU WERE PAYING HIM UNDER

SOME CERTAIN FORMULA OR STRUCTURE OR CONTRACT, AS OF

THAT TIME, RIGHT?

A. AS OF THE BEGINNING OF JANUARY, 2007, YES.

Q. AND THEN, COME MAY 2007, YOU RECEIVED AN

INSTRUCTION FROM MR. SONNEBORN, THE PRESIDENT, TO PAY

UNDER THIS NEW FORMULA, THAT IS PART OF EHHIBIT 2150-B,

CORRECT?

A. CORRECT.

Q. AND IN FACT, THE NEW FORMULA, THE PAYMENTS HE

RECEIVED FOR THE FIRST QUARTER WERE LESS THAN THE

PAYMENT HE WOULD HAVE RECEIVED UNDER THE OLD FORMULA
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THAT WAS IN EFFECT UP TO THAT POINT, RIGHT?

A. I BELIEVE THAT'S RIGHT.

THERE WAS AN ECONOMIC REDUCTION THERE,

YEAH.

Q. SO IF THERE WAS A CONTRACT IN PLACE, EITHER

THAT CONTRACT WAS CHANGED BY A NEW CONTRACT, OR ELSE HE

DIDN'T GET WHAT HE WAS ENTITLED TO, RIGHT?

MR. QUINN: ARGUMENTATIVE.

THE COURT: SUSTAINED.

Q. BY MR. ALLRED: ON PAGE 6 OF 2150-B, MR. QUINN

WAS POINTING YOU TO A DEFINED TERM.

AT THE TOP OF THAT PAGE, DO YOU SEE THE

TERM, PROFIT SHARING?

A. YES, I DO.

Q. LET'S LOOK AT THE FIRST THREE WORDS OF THAT

DEFINITION.

DURING THE TERM.

DO YOU SEE THAT?

A. YES, I DO.

Q. SO THIS DOESN'T ADDRESS TERMINATION AND THE

CIRCUMSTANCES OF TERMINATION, DOES IT?

MR. QUINN: IT'S ARGUMENTATIVE.

THE COURT: SUSTAINED.

Q. BY MR. ALLRED: UNDER YOUR UNDERSTANDING, IF

YOU HAVE ONE, OF THIS AGREEMENT, IF MR. GUNDLACH WORKED

FOR SEVERAL YEARS, CREATING A FUND, RECRUITING

INVESTORS, GETTING THEIR MONEY IN, INVESTING THE MONEY

PROPERLY, YIELDING GREAT RETURNS, CHOOSING THE RIGHT
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TIME TO SELL, AND ISSUING A SELL ORDER -- IF TCW FIRED

HIM THAT DAY, YOU ARE SAYING HE GETS NOTHING, RIGHT?

MR. QUINN: ASSUMES FACTS. ARGUMENTATIVE.

INCOMPLETE HYPOTHETICAL.

THE COURT: SUSTAINED.

MR. ALLRED: NOTHING FURTHER, YOUR HONOR.

MR. QUINN: NOTHING FURTHER, YOUR HONOR.

THE COURT: ALL RIGHT, MR. VILLA. THANK YOU

FOR YOUR TESTIMONY.

YOU MAY STEP DOWN.

MR. QUINN: YOUR HONOR, NEHT WITNESS?

THE COURT: YES.

MR. QUINN: VIDEOTAPE DEPOSITION OF JEFFREY

GUNDLACH.

YOUR HONOR, LIKE THE OTHER VIDEOTAPES,

THIS INCLUDES PASSAGES WHICH HAVE BEEN DESIGNATED TO BE

HEARD BY THE JURY, BOTH BY THE DEFENDANTS AND BY THE

PLAINTIFF.

THE COURT: ALL RIGHT.

LADIES AND GENTLEMEN, WE'RE GOING TO SEE

SOME VIDEOTAPE DEPOSITION. IT'S JUST AS THOUGH IT WAS

EVIDENCE PROVIDED HERE IN COURT. DEPOSITIONS ARE

ALWAYS TAKEN IN ADVANCE WITH QUESTIONS ASKED AND

ANSWERS GIVEN; SO TREAT IT JUST AS THOUGH IT WAS

TESTIMONY GIVEN FROM THE WITNESS STAND.

(MR. GUNDLACH'S VIDEOTAPED TESTIMONY PLAYED.)

//



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

12:17PM

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

2821-2900

MR. MADISON: YOUR HONOR, THERE'S A LITTLE

LESS THAN 30 MINUTES LEFT.

THE COURT: OKAY. THEN WE'LL TAKE OUR RECESS.

ALL RIGHT. COME BACK IN 20 MINUTES.

(RECESS TAKEN.)

(THE NEHT PAGE NUMBER IS 2901.)


























































































































