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  1             (In open court) 

  2             THE COURT:  Would the government call its next 

  3    witness. 

  4             MR. MICHAELSON:  The government calls Lloyd Blankfein. 

  5     LLOYD BLANKFEIN, 

  6         called as a witness by the government, 

  7         having been duly sworn, testified as follows: 

  8             THE DEPUTY CLERK:  State your first and last name and 

  9    spell them slowly for the record. 

 10             THE WITNESS:  Lloyd Blankfein, L-L-O-Y-D, 

 11    B-L-A-N-K-F-E-I-N. 

 12             THE COURT:  Proceed. 

 13    DIRECT EXAMINATION 

 14    BY MR. MICHAELSON: 

 15    Q.  Good morning, Mr. Blankfein. 

 16             Mr. Blankfein, where did you grow up? 

 17    A.  I grew up in Brooklyn, New York. 

 18    Q.  Where did you go to high school? 

 19    A.  Thomas Jefferson High School. 

 20    Q.  Where is that located? 

 21    A.  East New York, Brooklyn. 

 22    Q.  Did you go to college? 

 23    A.  I did, yes. 

 24    Q.  Where do you work now? 

 25    A.  I work at Goldman Sachs & Company. 

                      SOUTHERN DISTRICT REPORTERS, P.C. 

                                (212) 805-0300 



                                                                   1705 

       13N8RAJ2                 Blankfein - direct 

  1    Q.  What is your position at Goldman Sachs? 

  2    A.  I am chairman and CEO of Goldman Sachs Group. 

  3    Q.  What does CEO stand for? 

  4    A.  Chief executive officer. 

  5    Q.  How long have you been with Goldman Sachs? 

  6    A.  I have been at Goldman about 29 years. 

  7    Q.  How long have you been the CEO? 

  8    A.  I have been CEO almost five years. 

  9    Q.  In general, can you describe what it is that Goldman Sachs 

 10    does? 

 11    A.  Goldman Sachs is an investment bank, which is to say it has 

 12    a collection of businesses that involve advising companies on 

 13    mergers and acquisitions, how companies finance themselves.  We 

 14    advise investors how to invest their money, sometimes we invest 

 15    their money for them.  We match up people who want to sell 

 16    securities with people who want to buy securities.  And those 

 17    general kind of corporate activities. 

 18    Q.  What are Goldman Sachs' main divisions or departments? 

 19    A.  Goldman has a division that is called sales and trading, 

 20    which is market making and securities, which means that we help 

 21    people buy and sell securities or commodities, bonds. 

 22             We have a division investment banking, which is a 

 23    division that advises our corporate clients on how to structure 

 24    their companies, how to raise financing for their companies, 

 25    what businesses to go into and out of. 
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  1             We have an asset management business that manages 

  2    money for other people, which includes pension funds, sometimes 

  3    government, and sometimes individual customers through mutual 

  4    funds that we run. 

  5             Then we have divisions that are associated with just 

  6    the running of our own firm.  So controllers and treasury, and 

  7    something called HCM, human capital management, which is like 

  8    the personnel department. 

  9    Q.  As the CEO of Goldman Sachs, what are your main 

 10    responsibilities? 

 11    A.  As CEO, as chief executive, it means I am ultimately 

 12    responsible for the performance of the firm.  I tend to spend 

 13    most of my time on strategic matters and also on representing 

 14    the firm in a lot of different contexts.  I have a big outside 

 15    element to my job so I will go and talk to clients a lot and 

 16    represent the firm in a lot of different contexts, strategy 

 17    again is a very important part of it. 

 18             Also, as chairman of the firm, I am also responsible 

 19    for being the chairman of the board of directors, which means I 

 20    spend a lot of time connecting with my board. 

 21    Q.  What do you do, in general, to monitor the overall 

 22    performance of Goldman Sachs? 

 23    A.  I have a lot of input into how the firm is doing, the most 

 24    important of which is people come and talk to me and tell me, 

 25    and I see on a regular basis the P&L of the firm, which is 
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  1    always a very good indication.  P&L meaning whether the firm is 

  2    making money or losing money on a regular basis, which is 

  3    always a good indication, and probably the best indication, at 

  4    least in the short-term, of how well we are doing. 

  5    Q.  What does P&L stand for? 

  6    A.  P&L is really P and L, which is profit and losses. 

  7    Q.  How frequently are you updated as to Goldman Sachs' P&L? 

  8    A.  I have available to me a lot of access to find out the P&L 

  9    on almost a constant basis.  I generally know the P&L because I 

 10    generally look at it once a day, most of the time, and if I am 

 11    traveling maybe, I will miss a day, but generally I try to look 

 12    at it every day. 

 13    Q.  Is Goldman Sachs a publicly traded company? 

 14    A.  Yes, it is. 

 15    Q.  Approximately when did Goldman Sachs become public? 

 16    A.  Goldman Sachs became public in the middle of 1999. 

 17    Q.  What exchange do shares of Goldman Sachs trade on? 

 18    A.  Goldman Sachs trades on the New York Stock Exchange. 

 19    Q.  When, in general, does Goldman Sachs inform the investing 

 20    public as to Goldman Sachs' P&L? 

 21    A.  Well, we inform the public about our earnings, if I can 

 22    switch to using earnings, sometime between two and three weeks 

 23    after the end of each quarter, about three weeks after the end 

 24    of each quarterly period, about the preceding quarter, with 

 25    respect to the preceding quarter. 
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  1    Q.  So about four times per year Goldman Sachs will announce 

  2    its earnings? 

  3    A.  Yes. 

  4    Q.  What, in general, does Goldman Sachs announce publicly 

  5    about its earnings in between these four announcements? 

  6    A.  It announces nothing about its earnings.  It doesn't 

  7    announce its earnings. 

  8    Q.  You drew a distinction between P&L on the one hand and 

  9    earnings on the other hand.  Can you describe the relationship 

 10    between those two figures? 

 11    A.  P&L is generally a loose term, which is generally I look at 

 12    it -- and people may think of it differently -- I generally 

 13    look at it as the revenue of the firm, in other words, the 

 14    amount of money that is coming in without deducting for money 

 15    going out necessarily, like costs and expenses and taxes. 

 16             Generally, we announce the earnings of the firm, which 

 17    are the net earnings of the firm, which is the bottom line, and 

 18    that earning statement would also include other information so 

 19    you could see the revenues.  It's more extensive than what I 

 20    would generally -- more extensive than what I need on a daily 

 21    basis. 

 22    Q.  You mentioned that you generally receive the P&L on a daily 

 23    basis.  How physically do you learn about the P&L? 

 24    A.  I get a voice mail and I get an e-mail every day with that 

 25    day's results, and I almost always listen to that voice mail. 
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  1    I also get an e-mail of the daily results, and I very rarely 

  2    look at that.  Once I am informed, I am not looking to 

  3    necessarily read about it.  If it's something that sounds like 

  4    a typical day, I will just let it go and just listen to the 

  5    voice mail. 

  6             MR. MICHAELSON:  Your Honor, may I approach? 

  7             THE COURT:  Yes. 

  8    Q.  Mr. Blankfein, I am showing you a photo in evidence marked 

  9    Government Exhibit 3619.  Do you see this photograph right her? 

 10    A.  Yes. 

 11    Q.  Do you recognize this individual? 

 12    A.  Yes. 

 13    Q.  Who is it? 

 14    A.  It's Rajat Gupta. 

 15    Q.  Mr. Blankfein, who is Rajat Gupta? 

 16    A.  Rajat Gupta is a former member of our board of directors. 

 17    He also has a lot of other aspects to his resume, which I think 

 18    the most prominent of which was he was a long-term director of 

 19    McKinsey & Company, which is a consulting firm, and for some 

 20    period of time, a long period of time, he was actually the 

 21    senior director of that company. 

 22    Q.  You mentioned he was a member of the board of directors. 

 23    Approximately when did Mr. Gupta join Goldman Sachs' board? 

 24    A.  I think sometime in '06. 

 25    Q.  About how many board members does Goldman Sachs have at any 
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  1    one time? 

  2    A.  We have -- the number sometimes varies depending on people 

  3    getting on and off.  I think we have -- during this period of 

  4    time, we had between 10 and 13. 

  5    Q.  What, in general, is the role that the board of directors 

  6    at Goldman Sachs plays? 

  7    A.  The board of directors represents the shareholders, the 

  8    owners of the company, and its principal role is to generally 

  9    oversee management, and those functions would include 

 10    overseeing our strategy, management practices, controls.  There 

 11    are several committees of the board, the names of which kind of 

 12    show out, really set out what a board does. 

 13             There is an audit committee that deals with audit and 

 14    accounting matters.  There is a compensation committee that 

 15    worries about how management gets compensated.  There is a 

 16    governance committee, which talks about rules by which the 

 17    company runs itself and also picks new directors for the 

 18    company and deals with those issues.  There is now a risk 

 19    committee that oversees the risk of the firm, the parameters 

 20    for risk.  So those in a nutshell describe what the board's 

 21    portfolio of activities would be. 

 22    Q.  Which, if any, of those committees did Rajat Gupta 

 23    participate on when he was on the board? 

 24    A.  Rajat participated in all of those committees.  The risk 

 25    committee didn't exist then, we set that up afterwards, but 
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  1    governance, compensation and audit. 

  2    Q.  Are any members of the board also employees of Goldman 

  3    Sachs? 

  4    A.  There are -- in this period of time, there were two or 

  5    three members of the board that were part of management.  So 

  6    they would be the management members of the board as opposed to 

  7    the independent members of the board which were the balance. 

  8             MR. DOWD:  Can we have the time period we are talking 

  9    about? 

 10             THE COURT:  Specify the time, please. 

 11    Q.  During the 2008 time period, approximately how many members 

 12    of the board were part of the company's management? 

 13    A.  They were either two or three.  There was in the -- well, 

 14    maybe there were three.  One of our management board members 

 15    left, but it might have been in early 2009. 

 16    Q.  I believe you described the other board members were 

 17    independent directors.  What do you mean by that? 

 18    A.  It means they are not affiliated and they are not -- they 

 19    are not affiliated in the management of the company. 

 20    Effectively, they are not employees of the company. 

 21    Q.  Does Goldman Sachs schedule routine meetings for its board 

 22    of directors? 

 23    A.  There is a schedule of -- we set out a calendar of 

 24    scheduled board meetings, yes. 

 25    Q.  About how many board meetings are prescheduled, if you 
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  1    will, each year? 

  2    A.  Five. 

  3    Q.  Outside of these five scheduled board meetings, did Goldman 

  4    Sachs board members convene together in other forums from time 

  5    to time? 

  6    A.  Sometimes the committees of the board of directors will 

  7    also meet away from the board.  And there are also people that 

  8    know each other independently so they might get together away 

  9    from the context of Goldman Sachs and see each other.  But the 

 10    five regular board meetings, and then there will be meetings 

 11    of -- the audit committee might get together also and the 

 12    compensation committee might meet away from the board. 

 13    Q.  Does Goldman Sachs at times organize calls or conference 

 14    calls with board members outside of the prescheduled meetings? 

 15    A.  Yes. 

 16    Q.  What, in general, are the purposes of those calls? 

 17    A.  Generally, if we think -- if we management think that there 

 18    is something that is significant for the board to know, and we 

 19    think there is some -- we think either for our own convenience 

 20    or it's something that the board would like to talk amongst 

 21    themselves, we will schedule a conference call or another 

 22    meeting so that the board could get together and listen to what 

 23    we have to say, we management have to say, about something that 

 24    we think they should know about. 

 25    Q.  Aside from the prescheduled meetings and these calls, are 
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  1    there times when you speak with board members just one-on-one? 

  2    A.  Yes. 

  3    Q.  About how frequently do you do that? 

  4    A.  There is no set pattern, but I try between board meetings 

  5    to talk to each board member individually off line, and 

  6    sometimes during a period of volatility in the market or things 

  7    are going on or it's an interesting time, I might talk more 

  8    frequently to individual board members to give each board 

  9    member an opportunity to engage with me outside the hearing of 

 10    the other board members, in case there was something they 

 11    wanted to say to me that they didn't want the others to hear. 

 12    It's just a courtesy that I extend to them, I talk to them.  My 

 13    job is to keep the board members informed of the things they 

 14    would want to be informed about. 

 15    Q.  Do board members generally want to be informed about 

 16    Goldman Sachs' P&L? 

 17    A.  I think yes. 

 18    Q.  You stated earlier that you're updated on P&L daily.  What 

 19    do you generally tell the board about the P&L at the 

 20    prescheduled meetings of the board of directors? 

 21    A.  Well, at the prescheduled meetings, we would have 

 22    someone -- very likely our CFO would just review the finances, 

 23    including a detailed accounting of where our P&L is to that 

 24    moment. 

 25    Q.  What do you generally tell the board members about the P&L 

                      SOUTHERN DISTRICT REPORTERS, P.C. 

                                (212) 805-0300 



                                                                   1714 

       13N8RAJ2                 Blankfein - direct 

  1    on the various calls that are convened throughout the year? 

  2    A.  We would post them and update them on how the P&L is going 

  3    and how it's looking as of that point in general. 

  4    Q.  When you have one-on-one communications with the board of 

  5    directors, do you generally inform that member of the board as 

  6    to Goldman Sachs' P&L? 

  7    A.  Yes, generally. 

  8    Q.  You mentioned that Rajat Gupta was a former member of the 

  9    board, is that right? 

 10    A.  Yes. 

 11    Q.  Approximately when did he leave the board? 

 12    A.  He did not stand for reelection at the last annual meeting, 

 13    which I think was end of April or May.  So until that annual 

 14    meeting that elected the new board he was a member of our 

 15    board, and then after the new board was elected, either on that 

 16    date in April or May, I don't remember exactly when, he would 

 17    have been off our board. 

 18    Q.  During his tenure on the board, were there occasions when 

 19    you had one-on-one communications with Mr. Gupta? 

 20    A.  Yes. 

 21    Q.  Would you run into him in places from time to time? 

 22    A.  Yes. 

 23    Q.  Now, what, if any, part of your communications with board 

 24    members, whether at the prescheduled meetings or on the calls 

 25    or one-on-one conversations, what part of those communications 
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  1    are confidential? 

  2    A.  Well, communications with respect to the business of 

  3    Goldman Sachs would be done in their capacity as board members, 

  4    and all of that content would be confidential. 

  5    Q.  Is it important to Goldman Sachs that the board discussions 

  6    remain confidential? 

  7    A.  Yes. 

  8    Q.  Why? 

  9    A.  We are a public company.  We don't want information about 

 10    our company getting outside until the time is appropriate.  We 

 11    also deliberate within the context of the board meeting and 

 12    people have different views and opinions, and we wouldn't want 

 13    to hamper the free exchange of ideas among board members by 

 14    having individuals worry that what they had to say would get 

 15    out.  And, also, we don't want the board -- we don't want the 

 16    company to be represented by different random voices, and so we 

 17    would want to control our communication with the outside world 

 18    anyway, so there is a process and a protocol for speaking to 

 19    the outside world about things. 

 20    Q.  Does Goldman Sachs have any confidentiality policies that 

 21    apply to the board? 

 22    A.  Yes. 

 23    Q.  I have placed in front of you a document marked Government 

 24    Exhibit 3044.  Do you see that? 

 25    A.  Yes. 
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  1    Q.  What does this document say at the top? 

  2    A.  It's the minutes of a meeting of the board of directors of 

  3    the Goldman Sachs Group, Inc. 

  4    Q.  What is the date of the meeting? 

  5    A.  January 23, 2007. 

  6    Q.  Does the document indicate whether you were present at that 

  7    meeting? 

  8    A.  It indicates that I was present. 

  9             MR. MICHAELSON:  The government offers Exhibit 3044. 

 10             MR. DOWD:  No objection. 

 11             THE COURT:  Admitted. 

 12             (Government's Exhibit 3044 received in evidence) 

 13             MR. MICHAELSON:  Can we publish that? 

 14    Q.  I direct your attention to the fourth page of the document, 

 15    which has a stamp in the lower right-hand corner GS-R 6418. 

 16             MR. MICHAELSON:  Ms. Kuntz, if you can highlight the 

 17    first resolved paragraph. 

 18    Q.  Mr. Blankfein, would you please read that paragraph? 

 19    A.  "Resolved, that, pursuant to the recommendation of the 

 20    corporate governance and nominating committee, the board of 

 21    directors hereby adopts the amended and restated corporate 

 22    governance guidelines, substantially in the form attached 

 23    hereto as Annex K, with such amendments and changes as any 

 24    authorized person may consider necessary, advisable or 

 25    appropriate, subject in the case of any material amendments and 
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  1    changes to the approval of the chair of the committee." 

  2    Q.  What, in general, are the corporate governance guidelines? 

  3    A.  It's a document which sets out the rules governing how the 

  4    company should be governed. 

  5    Q.  Does it say here that the board adopted these guidelines? 

  6    A.  Yes. 

  7    Q.  Referring back to the first page of the document, was 

  8    Mr. Gupta a board member at this time? 

  9    A.  Yes. 

 10    Q.  According to this document, was he present at the meeting? 

 11    A.  Yes. 

 12    Q.  Now, I would like to direct your attention to the fifth 

 13    page of the document. 

 14             Would you please read the resolved paragraph. 

 15    A.  "Resolved, that, pursuant to the recommendation of the 

 16    corporate governance and nominating committee, the board of 

 17    directors hereby determines that no amendments to the 

 18    corporation's code of business conduct and ethics are required 

 19    at this time." 

 20    Q.  What, in general, is the corporation's code of business 

 21    conduct and ethics? 

 22    A.  That's a rule of how people who are employees and directors 

 23    of the firm are supposed to operate, the ethical rules and the 

 24    guidance of what is required of them. 

 25    Q.  I direct your attention to page 10 of the document.  It's 
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  1    the page with the number in the lower right-hand corner GS-R 

  2    6424. 

  3             Are these the corporate governance guidelines that the 

  4    board adopted? 

  5    A.  Yes. 

  6    Q.  Now, directing your attention to page 15 of the document 

  7    which bears the number GS-R 6429. 

  8             I direct your attention to the bottom of that page, 

  9    number 3, loyalty and ethics? 

 10    A.  Yes. 

 11    Q.  Please read that paragraph there? 

 12    A.  "Loyalty and ethics.  In their roles as directors, all 

 13    directors owe a duty of loyalty to the company.  This duty of 

 14    loyalty mandates that the best interests of the company take 

 15    precedence over any interest possessed by a director. 

 16             "The company has adopted a code of business conduct 

 17    and ethics.  Certain portions of the code deal with activities 

 18    of directors, particularly with respect to potential conflicts 

 19    of interest, the taking of corporate opportunities for personal 

 20    use, and transactions in the securities of the company. 

 21    Directors should be familiar with the code's provisions in 

 22    these areas and should consult with one of the company's 

 23    general counsel in the event of any issues." 

 24    Q.  Let me stop you right there. 

 25             I would just ask you to read one more paragraph.  It's 
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  1    on the next page, the last page of the document, number 8, 

  2    confidentiality. 

  3    A.  "Confidentiality.  The proceedings and deliberations of the 

  4    board and its committees shall be confidential.  Each director 

  5    shall maintain the confidentiality of information received in 

  6    connection with his or her service as a director." 

  7    Q.  Thank you. 

  8             I have also placed in front of you a separate document 

  9    marked Government Exhibit 3037.  Do you see that? 

 10    A.  Yes. 

 11    Q.  What is this document? 

 12    A.  It's a code of business conduct and ethics. 

 13    Q.  What is the date? 

 14    A.  Pardon me? 

 15    Q.  What is the date on the document? 

 16    A.  It's amended and restated as of January 2005. 

 17             MR. MICHAELSON:  The government offers Government 

 18    Exhibit 3037. 

 19             MR. DOWD:  Your Honor, I have no objection, but I just 

 20    want to know what the relevance of it is.  This is 2005.  I 

 21    thought we were talking about 2008. 

 22             THE COURT:  It will be admitted.  You can ask the 

 23    witness whether or not it was in effect in 2008. 

 24             (Government's Exhibit 3037 received in evidence) 

 25    Q.  Can you generally describe what this document is, please? 
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  1    A.  Simply, the characterization of the title says it.  It is 

  2    the code of how business should be conducted and ethics for all 

  3    our employees, as well as members of the board, per the second 

  4    sentence of the first paragraph. 

  5    Q.  I direct your attention to the second page of the document, 

  6    second to last paragraph, beginning with the word "generally." 

  7             Would you please read just that paragraph? 

  8    A.  "Generally, it is both illegal and against firm policy for 

  9    any employee or director who is aware of material nonpublic 

 10    information relating to the firm, any of the firm's clients or 

 11    any other private or governmental issuer of securities, to buy 

 12    or sell any securities of those issuers, or recommend that 

 13    another person buy, sell or hold the securities of those 

 14    issuers." 

 15    Q.  Thank you. 

 16             On the next page, the letter B.  What does the letter 

 17    B say? 

 18    A.  Confidentiality. 

 19    Q.  Would you please read just the first two sentences there? 

 20    A.  "In carrying out the firm's business, employees and 

 21    directors often learn confidential or proprietary information 

 22    about the firm, its clients/customers, prospective 

 23    clients/customers or other third parties.  Employees and 

 24    directors must maintain the confidentiality of all information 

 25    so entrusted to them, except when disclosure is authorized or 
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  1    legally mandated." 

  2    Q.  I have placed a third document in front of you marked 

  3    Government Exhibit 3045.  Do you see that? 

  4    A.  Yes. 

  5    Q.  Can you describe it, please? 

  6    A.  It's the minutes of a meeting of the board of directors of 

  7    the Goldman Sachs Group, Inc., which took place on January 11, 

  8    2008. 

  9             MR. MICHAELSON:  The government offers Government 

 10    Exhibit 3045. 

 11             MR. DOWD:  No objection. 

 12             THE COURT:  Admitted. 

 13             (Government's Exhibit 3045 received in evidence) 

 14    Q.  On the first page, does it say whether you attended this 

 15    meeting? 

 16    A.  It indicates I was present. 

 17    Q.  How about Mr. Gupta? 

 18    A.  Yes. 

 19    Q.  Directing your attention to the second page, I would ask 

 20    you to please read the two resolved paragraphs there? 

 21    A.  "Resolved, that, pursuant to the recommendation of the 

 22    committee, the board hereby determines that no amendments to 

 23    the corporation's corporate governance guidelines are required 

 24    at this time. 

 25             "Resolved, that, pursuant to the recommendation of the 
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  1    committee, the board hereby determines that no amendments to 

  2    the corporation's code of business conduct and ethics are 

  3    required at this time." 

  4    Q.  What does that mean in general? 

  5    A.  That means that those documents, as they were previously in 

  6    effect, were not being changed, I guess were being continued in 

  7    the form. 

  8    Q.  The documents that were in effect would continue to remain 

  9    in effect with no changes? 

 10    A.  Yes.  They weren't changed. 

 11    Q.  Thank you. 

 12             MR. MICHAELSON:  Your Honor, may I approach? 

 13             THE COURT:  Yes. 

 14    Q.  I have placed a couple of documents in front of you.  The 

 15    first is Government Exhibit 3019.  Can you read the first two 

 16    lines of this document, please? 

 17    A.  "Goldman Sachs selective calls detailed report.  All calls 

 18    to and from selected numbers." 

 19    Q.  What is the date range indicated on the document? 

 20    A.  It says December 19, 2006, through December 11, 2009. 

 21    Q.  The column on the far left, does that contain some Goldman 

 22    Sachs phone phones? 

 23    A.  I recognize the 902 exchange as Goldman Sachs.  I don't 

 24    recognize all of them. 

 25    Q.  The next column, what does that contain? 
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  1    A.  The date of the call. 

  2    Q.  And the column in the far right, does your name appear 

  3    there? 

  4    A.  Yes. 

  5             MR. MICHAELSON:  The government offers Government 

  6    Exhibit 3019. 

  7             MR. DOWD:  Your Honor, there is a lack of foundation 

  8    here.  I don't know who prepared this document, how it's 

  9    prepared, where this information came from. 

 10             THE COURT:  Why don't you ask the witness a few 

 11    questions about what the document is and how it's prepared. 

 12             MR. MICHAELSON:  We will move on. 

 13             Can we have a side bar, your Honor? 

 14             THE COURT:  Counsel approach. 

 15             (Continued on next page) 
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  1             (At the side bar) 

  2             THE COURT:  Would the government make a proffer as to 

  3    what the document is and how it was prepared? 

  4             MR. MICHAELSON:  This is a document obtained from 

  5    Goldman Sachs.  It is phone records that Goldman Sachs 

  6    maintains.  We are happy to call a Goldman Sachs custodian to 

  7    authenticate how it was put together.  I thought that wasn't 

  8    going to be necessary, but we are happy to do it.  We can offer 

  9    it with this witness subject to connection, but he wasn't 

 10    personally involved in pulling the phone numbers together. 

 11             THE COURT:  This comes out of the files of Goldman 

 12    Sachs? 

 13             MR. MICHAELSON:  Yes. 

 14             MR. DOWD:  This was prepared for this proceeding by 

 15    Goldman Sachs? 

 16             MR. MICHAELSON:  It was prepared in response to a 

 17    request for information. 

 18             THE COURT:  What does it purport to show? 

 19             MR. MICHAELSON:  It purports to show -- already in 

 20    evidence is the fact that this phone number is a phone number 

 21    associated with Rajat Gupta. 

 22             THE COURT:  Which phone number? 

 23             MR. MICHAELSON:  (203) 977-6701 is in evidence in a 

 24    chart that that is a Rajat Gupta number.  This documents shows 

 25    all calls from Goldman Sachs to and from that number associated 
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  1    with Rajat Gupta. 

  2             THE COURT:  All right. 

  3             MR. DOWD:  I don't want to hold up the proceedings, 

  4    but if we could ask counsel to give us some backup later on, 

  5    tie it up, and if that doesn't work out, we will come back to 

  6    you. 

  7             THE COURT:  All right. 

  8             MR. DOWD:  I do want to be careful about the accuracy 

  9    of these things.  That's all.  I am not doubting Mr. 

 10    Michaelson's representation. 

 11             THE COURT:  I will accept it subject to 

 12    authentication. 

 13             (Continued on next page) 
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  1             (In open court) 

  2             THE COURT:  You made proceed. 

  3    BY MR. MICHAELSON: 

  4    Q.  The next document I have placed in front of you is 

  5    Government Exhibit 3039. 

  6             MR. MICHAELSON:  Just so the record is clear, the 

  7    government offers 3019 subject to connection. 

  8             THE COURT:  Yes.  It's been admitted. 

  9             (Government's Exhibit 3019 received in evidence) 

 10    Q.  Now, moving to Government Exhibit 3039, can you describe 

 11    what that document is? 

 12    A.  It's an e-mail from my assistant Julie Becht to principally 

 13    Lissette Jorgensen, who is another employee of Goldman Sachs 

 14    who relates to our board of directors and copies other people 

 15    within Goldman Sachs. 

 16    Q.  What is the date of this e-mail? 

 17    A.  The date of the e-mail is May 22, 2008. 

 18    Q.  Please read the subject line. 

 19    A.  GS board calls. 

 20             MR. MICHAELSON:  The government offers 3039. 

 21             MR. DOWD:  No objection. 

 22             THE COURT:  Admitted. 

 23             (Government's Exhibit 3039 received in evidence) 

 24    Q.  You mentioned earlier that you speak with members of the 

 25    Goldman Sachs board of directors one-on-one from time to time? 
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  1    A.  Yes. 

  2    Q.  In general, what are the purposes of those communications? 

  3    A.  Sometimes I want to tell them something specific and 

  4    sometimes I just want them to -- I want to just check in with 

  5    them to see if there is something on their mind where I have 

  6    nothing specific. 

  7    Q.  When you check in with a board member toward the end of a 

  8    quarter, or in the weeks between the close of a quarter and 

  9    Goldman Sachs' announcement, what, in general, do you tell the 

 10    board member with respect to Goldman Sachs' earnings? 

 11    A.  Generally, I would give them an indication of what the 

 12    earnings were to that point, approximately at least. 

 13    Q.  I now would like to direct your attention to several events 

 14    that occurred in 2008.  I will start with June of 2008. 

 15             Did there come a time when the Goldman Sachs board 

 16    held a meeting in June of 2008? 

 17    A.  Yes. 

 18    Q.  Was this one of the routine meetings that was scheduled in 

 19    advance? 

 20    A.  It was one of the meetings that was scheduled in advance. 

 21    Q.  Did you attend that meeting? 

 22    A.  Yes. 

 23    Q.  Did Mr. Gupta attend that meeting? 

 24    A.  Yes. 

 25    Q.  Approximately when in June did that meeting take place? 
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  1    A.  Towards the end of June.  I think sometime in the 20s of 

  2    June. 

  3    Q.  What was the purpose of that particular board meeting? 

  4    A.  It was a full board meeting.  We discussed all of the 

  5    ordinary things we do in a board meeting, but it was different 

  6    from the other board meetings, in that it also included a 

  7    special review of our strategy, of our overall strategy, which 

  8    we do once a year, and because this particular meeting took 

  9    place overseas, we also included a special presentation on our 

 10    specific strategy for that part of the world. 

 11    Q.  Was there any discussion at that board meeting about 

 12    whether Goldman Sachs might acquire or merge with some other 

 13    company? 

 14    A.  As part of the strategy conversation, yes. 

 15    Q.  Was that strategic discussion confidential? 

 16    A.  Yes. 

 17             MR. MICHAELSON:  Your Honor, may I approach? 

 18             THE COURT:  Yes. 

 19             MR. MICHAELSON:  I publish Government Exhibit 534-TR 

 20    in evidence. 

 21             Just publish the top portion for the moment. 

 22    Q.  Mr. Blankfein, what is the date on this transcript? 

 23    A.  July 29, 2008. 

 24    Q.  And the time? 

 25    A.  5:39 p.m. 
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  1             MR. MICHAELSON:  Your Honor, we would now like to play 

  2    a portion of this call in evidence. 

  3             THE COURT:  Proceed. 

  4             MR. DOWD:  Can we see you at the side bar on this 

  5    call? 

  6             THE COURT:  Yes. 

  7             (Continued on next page) 
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  1             (At the side bar) 

  2             THE COURT:  Has this already been played? 

  3             MR. DOWD:  I think it has been played, and, your 

  4    Honor, he is not part of this conversation so I just want to 

  5    inquire whether counsel is going to have him comment about it 

  6    because I object to that. 

  7             MR. MICHAELSON:  We are not going to ask the witness 

  8    to interpret any comments made on the call.  On this call Rajat 

  9    Gupta makes statements regarding what happened at a previous 

 10    Goldman Sachs board meeting. 

 11             THE COURT:  Page and line number? 

 12             MR. MICHAELSON:  Yes, your Honor.  Page 2, line 38, 

 13    for example.  Gupta says this was a big discussion at the board 

 14    meeting.  The question to this witness is:  Was that a 

 15    discussion at the board meeting, and was it confidential? 

 16             THE COURT:  All right. 

 17             MR. DOWD:  Are you going to play it or just refer to 

 18    it? 

 19             MR. MICHAELSON:  We are going to play the call. 

 20             THE COURT:  The whole call? 

 21             MR. MICHAELSON:  Just the portion where they are 

 22    discussing the Goldman Sachs board meeting. 

 23             THE COURT:  Where is that?  Just page 2? 

 24             MR. MICHAELSON:  Through page 4 is where that 

 25    conversation ends. 
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  1             THE COURT:  All right.  Thank you. 

  2             (In open court) 

  3             MR. MICHAELSON:  Proceed. 

  4             Can we please play the call, Ms. Kuntz? 

  5             (Audiotape played) 

  6             MR. MICHAELSON:  Let me stop the call right there. 

  7    Q.  Mr. Blankfein, can you identify any of the voices on this 

  8    call? 

  9    A.  I am most familiar with Rajat Gupta was one of the voices 

 10    on it. 

 11    Q.  At the June board meeting that we were just discussing 

 12    before we played this call, did the Goldman Sachs board have a 

 13    strategic discussion regarding whether to buy a commercial 

 14    bank? 

 15    A.  Yes. 

 16    Q.  Was that discussion confidential? 

 17    A.  Yes. 

 18    Q.  Was it secret? 

 19    A.  Yes. 

 20             MR. MICHAELSON:  Can we continue to play the call, 

 21    please. 

 22             (Audiotape played) 

 23    Q.  At this time, was Goldman Sachs having trouble funding 

 24    itself? 

 25    A.  No. 
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  1    Q.  At the June board meeting, did the Goldman Sachs board 

  2    discuss whether to acquire or merge with an insurance company? 

  3    A.  Yes. 

  4    Q.  Was that confidential? 

  5    A.  Yes. 

  6             MR. MICHAELSON:  Would you please continue to play the 

  7    call. 

  8             (Audiotape played) 

  9    Q.  At the June board meeting, was AIG in the discussion mix? 

 10    A.  I don't have a specific recollection, but it probably would 

 11    have been because that would be a pretty prominent insurance 

 12    company. 

 13             MR. MICHAELSON:  Continue to play the call, please. 

 14             (Audiotape played) 

 15             MR. MICHAELSON:  We can end it right there. 

 16    Q.  Directing your attention to the middle of page 4, line 17 

 17    to 21, Mr. Gupta says, I would be extremely surprised if there 

 18    was anything imminent. 

 19             At this time, was any acquisition by Goldman Sachs of 

 20    an insurance company or a commercial bank imminent? 

 21    A.  No. 

 22    Q.  In general, are board members authorized to confirm or deny 

 23    rumors? 

 24    A.  No. 

 25    Q.  In the summer of 2008, was Rajat Gupta authorized to 
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  1    confirm or deny rumors about whether Goldman might buy a 

  2    commercial bank? 

  3    A.  No. 

  4    Q.  Mr. Blankfein, on this call, did Rajat Gupta violate 

  5    Goldman Sachs' confidentiality policies? 

  6    A.  Yes. 

  7    Q.  We talked about the confidentiality policies before. 

  8    Separate and apart from the confidentiality policies, what sort 

  9    of duties are there, if any, that board members owe Goldman 

 10    Sachs? 

 11    A.  They owe Goldman Sachs the duty of loyalty and 

 12    confidentiality, of course, and putting the interests of the 

 13    company first, those elements.  Which are also contained in the 

 14    documents, but I think with or without the documents, they owe 

 15    that duty to the firm. 

 16    Q.  Did Gupta violate these duties? 

 17    A.  My sense of it, yes. 

 18    Q.  Now, I would like to direct your attention to September. 

 19             MR. MICHAELSON:  This might be a convenient time for 

 20    the morning break. 

 21             THE COURT:  We will take our morning break now and 

 22    continue in 15 minutes. 

 23             (Jury exits courtroom) 

 24             THE COURT:  You may step down.  15 minutes, counsel. 

 25             (Recess) 
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  1             (Jury present) 

  2             THE COURT:  Please take your seats. 

  3             Mr. Michaelson, you may proceed. 

  4             MR. MICHAELSON:  Thank you, your Honor. 

  5    BY MR. MICHAELSON: 

  6    Q.  Mr. Blankfein, I'd now like to direct your attention to the 

  7    September 2008 time period and what, in general, was happening 

  8    in the markets in September of 2008? 

  9    A.  That was the time -- that was around the time that Lehman 

 10    Brothers was going under.  There were other events happening as 

 11    well.  But it was a very volatile period in the market.  Prices 

 12    were -- 

 13    Q.  Ask you to move the microphone just a touch closer to you. 

 14    You mentioned Lehman Brothers.  At that time what was Lehman 

 15    Brothers? 

 16    A.  Lehman Brothers was an investment bank. 

 17    Q.  What happened to Lehman Brothers in September of 2008? 

 18    A.  It ultimately filed for bankruptcy. 

 19    Q.  And what was happening to the markets around that time? 

 20    A.  The markets were very -- the markets were very volatile. 

 21    Prices were moving all around.  And it was generally a -- in a 

 22    sense, a dangerous time for the markets in the sense that there 

 23    was a lot of uncertainty as to the health of certain financial 

 24    institutions, for example. 

 25    Q.  And can you describe generally the effect that all of this 
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  1    had on Goldman Sachs. 

  2    A.  On the company, it, of course, made us -- it, of course -- 

  3    like everybody else, it made us very nervous to be trying to 

  4    maintain our business during this period of great uncertainty 

  5    and confusion in the market. 

  6    Q.  Did the events that were taking place in September of 2008 

  7    around the time of Lehman's collapse place any pressure of any 

  8    kind on Goldman Sachs' stock price? 

  9    A.  Yes, it did. 

 10    Q.  And what kind of pressure? 

 11    A.  Well, there were a number of things going on.  But I would 

 12    say the Lehman Brothers thing by itself would have put downward 

 13    pressure on our stock price. 

 14    Q.  And what sorts of concerns did investors have about 

 15    companies like Goldman Sachs during that time period? 

 16    A.  I think investors -- 

 17             MR. DOWD:  Your Honor, objection.  I'm not sure he can 

 18    speak for investors.  He can speak for himself. 

 19             THE COURT:  Rephrase the question. 

 20             MR. MICHAELSON:  Certainly, your Honor. 

 21    Q.  What concerns did -- well, you mentioned that there was a 

 22    downward pressure on the stock price -- on Goldman Sachs' stock 

 23    price following the Lehman bankruptcy.  What were some of the 

 24    causes of that pressure? 

 25    A.  There were a number of things going on in the market around 
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  1    this period of time that suggested a lot of uncertainty and 

  2    riskiness, a rise of riskiness in the market.  So around this 

  3    time there was the Lehman Brothers situation, which I just 

  4    mentioned.  There was the AIG situation.  There was Fanny Mae 

  5    and Freddie Mac, the housing agencies, which received some 

  6    funding in that month from the government. 

  7             So, there was a number of things that created a 

  8    general insecurity in the market about how well the market 

  9    would be going forward. 

 10    Q.  What did, for example, the Lehman collapse suggest with 

 11    respect to the riskiness of Goldman Sachs? 

 12    A.  Again, some people out -- people might have drawn -- some 

 13    might not have, but some might have drawn the conclusion that 

 14    their business was similar to our business.  So, they would 

 15    be -- they would be applying what happened at Lehman Brothers 

 16    and some people might have been, you know, wondering how much 

 17    of an exposure did we have to the same kinds of things. 

 18    Q.  Was that the downward pressure on Goldman Sachs' stock that 

 19    you were describing? 

 20    A.  Yes. 

 21    Q.  I've placed a few documents in front of you, the first of 

 22    which is Government Exhibit 3003. 

 23             Do you see that? 

 24    A.  Yes. 

 25    Q.  And can you describe this document, please. 
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  1    A.  It's a press release announcing that we were becoming a 

  2    bank holding company regulated by the federal reserve. 

  3    Q.  What is the date of this announcement? 

  4    A.  September 21, 2008. 

  5             MR. MICHAELSON:  Your Honor, the government offers 

  6    Government Exhibit 3003. 

  7             MR. DOWD:  No objection, your Honor. 

  8             THE COURT:  Admitted. 

  9             (Government's Exhibit 3003 received in evidence) 

 10    Q.  It says at the top "Goldman Sachs to become the fourth 

 11    largest bank holding company." 

 12             What is a bank holding company? 

 13    A.  A bank holding company is a company that has, as one of its 

 14    subsidiaries, a federally regulated bank or a regulated bank. 

 15    Q.  What was the significance of Goldman Sachs becoming a bank 

 16    holding company at this time? 

 17    A.  Prior to becoming a bank holding company, as an 

 18    investment -- as an investment bank, we were regulated -- our 

 19    principal regulator was the Securities and Exchange Commission. 

 20    As a result of becoming a bank holding company, our principal 

 21    regulator became the New York -- the federal reserve. 

 22    Q.  What was the significance of that in light of all that was 

 23    happening in the market at the time? 

 24    A.  Well, people could have attached different significance to 

 25    it.  But I think at least some people at that time would have 
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  1    felt that the federal reserve was a more experienced regulator 

  2    and that if we were regulated by the fed and came under the 

  3    federal reserve, that it had a -- that we were going to be 

  4    regulated more closely and that we were, therefore, better 

  5    validated.  People would have a higher opinion of us because 

  6    they would see who we were overseen by.  That was what I 

  7    thought at the time. 

  8    Q.  You mentioned the date of September 21.  Do you happen to 

  9    remember what day of the week that was? 

 10    A.  That was a Sunday. 

 11    Q.  And was this before or after the Lehman bankruptcy? 

 12    A.  It was about a week after. 

 13    Q.  And was -- was this decision to become a bank holding 

 14    company was it or was it not done in response to all that was 

 15    happening in the markets at the time? 

 16    A.  Yes.  It was a reaction to the various pressures and 

 17    uncertainties in the world. 

 18    Q.  Was it in part a reaction to the pressures that were 

 19    bearing down on Goldman Sachs at the time? 

 20    A.  And specifically investment banks like ourselves, yes. 

 21    Q.  Now, I'd like to direct your attention to just two days 

 22    later, September 23, 2008.  I have a document in front of you, 

 23    Government Exhibit 3036. 

 24             Do you see that? 

 25    A.  I do. 
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  1    Q.  What is this document? 

  2    A.  It's the minutes of a special meeting of the board of 

  3    directors, held by telephone on September 23, 2008. 

  4             MR. MICHAELSON:  Your Honor, the government offers 

  5    Exhibit 3036. 

  6             MR. DOWD:  No objection, your Honor. 

  7             THE COURT:  Admitted. 

  8             (Government's Exhibit 3036 received in evidence) 

  9             MR. MICHAELSON:  Blow up the first paragraph there. 

 10    Thank you, Ms. Kuntz. 

 11    Q.  What time of day did this meeting start? 

 12    A.  It started at 3:15 p.m. 

 13    Q.  What -- were you present at this meeting? 

 14    A.  I was on the -- on a speaker -- on a phone. 

 15    Q.  Was Rajat Gupta present at this meeting either in person or 

 16    on the phone? 

 17    A.  He was present, I think, by phone. 

 18    Q.  What happened at this meeting? 

 19    A.  This is a meeting in which we discussed accepting an 

 20    investment from Warren Buffett in our company. 

 21    Q.  Who is Warren Buffett? 

 22    A.  Warren Buffett is the chairman and CEO of Berkshire 

 23    Hathaway; and apart from that affiliation, he has a reputation 

 24    as a very, very shrewd and successful investor. 

 25    Q.  And what events, in general, led to Goldman Sachs 
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  1    considering this investment by Warren Buffett? 

  2    A.  Given the circumstances that were -- and the uncertainties 

  3    in the market, there were two considerations.  One was he was 

  4    investing in us and we were -- and that would be giving us more 

  5    capital.  So it would make us, however safe we were, it would 

  6    make us that much safer because we would have that much more 

  7    capital, more equity in our business.  And, also, because he 

  8    was such a prominent and successful investor, the fact that he 

  9    was investing in us was a sign -- was a very positive sign to 

 10    the market of our condition.  Because, presumably, if he 

 11    thought we were in bad condition he wouldn't be investing in us 

 12    and he had such a good reputation. 

 13    Q.  Let's take those two reasons in turn.  The first was more 

 14    capital. 

 15             How much capital was Mr. Buffett proposing to invest 

 16    in Goldman Sachs? 

 17    A.  He was investing $5 billion in a preferred security.  And 

 18    also in connection with this meeting, I think -- I think we 

 19    also had simultaneously planned to do an equity offering the 

 20    next day and raise a further amount of money in common equity. 

 21    Q.  Sticking for the moment with Mr. Buffett's investment. 

 22    This is basically a deal where he would give Goldman Sachs 

 23    money in exchange for a form of stock in the company? 

 24    A.  Stock and warrants.  In other words, he would then own, 

 25    effectively own a piece -- have, as if he owned a piece of our 
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  1    company, preferred stock. 

  2    Q.  How would Goldman Sachs' receipt of the cash or money, the 

  3    $5 billion from Mr. Buffett address some of the concerns that 

  4    were out there about companies like Goldman Sachs at that time? 

  5    A.  Well, one of the issues for Lehman Brothers when they went 

  6    bankrupt was that they -- the amount of money they owed was 

  7    higher than the amount of money that they had.  So, in other 

  8    words, they were bankrupt. 

  9             By getting in more capital, it just increased the 

 10    value of our company.  And so moved us further away from -- if 

 11    anybody were thinking that we had -- that we were running out 

 12    of capital, they would think it $5 billion less. 

 13    Q.  And you mentioned that this capital in particular would be 

 14    coming from a prominent investor, Mr. Buffett.  What was the 

 15    significance of that? 

 16    A.  Well, he has a reputation as a, again, savvy and successful 

 17    investor.  And the implication of his investing was that we 

 18    were a good investment because he's a good investor and he was 

 19    making an investment in us.  So, that was an endorsement of a 

 20    kind, from a person whose endorsement was very valued in the 

 21    world. 

 22    Q.  And you mentioned that at the same time Goldman Sachs also 

 23    undertook a common stock offering.  Can you describe what that 

 24    is? 

 25    A.  Common stock is more what people think of when they think 
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  1    of general stock that gets traded back and forth.  It's an 

  2    ownership interest in the company. 

  3             We were going out to the market in a way, because 

  4    Warren Buffett had made an investment into us, it made us look 

  5    a lot more attractive.  So that was a good time to go out to 

  6    the market and raise other capital from other investors, offer 

  7    other investors a chance to invest in Goldman Sachs. 

  8    Q.  This was sort of added-on to the Buffett -- 

  9    A.  It was something that was made -- it was more attractive to 

 10    investors as a result of the endorsement, in effect, we had 

 11    from Warren Buffett. 

 12    Q.  Now, referring back to Government Exhibit 3036, what action 

 13    did the board take at this meeting with respect to Warren 

 14    Buffett's investment? 

 15    A.  We agreed to sell -- and I'm looking at the middle of this 

 16    page, sell preferred shares and warrants in exchange for his 

 17    investment of $5 billion. 

 18    Q.  Now, the meeting started at 3:15.  Do you remember about 

 19    how long this meeting lasted? 

 20    A.  I remember it not being very long.  But I don't have a 

 21    specific memory of how long it lasted. 

 22    Q.  Do you remember whether it finished before or after the 

 23    markets closed that day? 

 24    A.  I know now that it finished before but I don't have it from 

 25    my own memory. 
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  1    Q.  Okay.  Referring to the next document in front of you, 

  2    Government Exhibit 3004.  Can you describe this document, 

  3    please. 

  4    A.  This is the press release associated with Berkshire 

  5    Hathaway. 

  6             When I was saying Warren Buffett before, it was an 

  7    investment from his company Berkshire Hathaway.  So this is the 

  8    press release in connection with that investment. 

  9    Q.  What is the date of this press release? 

 10    A.  September 23, 2008. 

 11             MR. MICHAELSON:  Government offers Government Exhibit 

 12    3004. 

 13             MR. DOWD:  No objection. 

 14             THE COURT:  Admitted. 

 15             (Government's Exhibit 3004 received in evidence) 

 16    Q.  This is dated September 23, 2008.  Is that the same day as 

 17    the board meeting? 

 18    A.  Yes. 

 19    Q.  Approximately what time of day did Goldman Sachs make this 

 20    announcement? 

 21    A.  I think this announcement came out several hours after the 

 22    board -- the board meeting ended. 

 23    Q.  Now, between the time when the board meeting ended and the 

 24    time when Goldman Sachs issued this announcement, was the news 

 25    about Warren Buffett or Berkshire's investment confidential? 
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  1    A.  Yes. 

  2    Q.  And similarly, was the news about the common stock offering 

  3    confidential during the period of time between when the board 

  4    meeting ended and when Goldman Sachs announced it? 

  5    A.  Yes. 

  6    Q.  I'd like to direct your attention to the third paragraph of 

  7    this announcement, "We are pleased."  Would you mind reading 

  8    that, Mr. Blankfein? 

  9    A.  "'We are pleased that, given our long-standing 

 10    relationship, Warren Buffett, arguably the world's moved 

 11    admired and successful investor, has decided to make such a 

 12    significant investment in Goldman Sachs.  We view it as a 

 13    strong validation of our client franchise and future 

 14    prospects,' said Lloyd C. Blankfein, Chairman and CEO of the 

 15    Goldman Sachs group, Inc.  'This investment will further 

 16    bolster our strong capitalization and liquidity position.'" 

 17    Q.  You say in the middle there, "We view this has a strong 

 18    validation of our client franchise and future prospects." 

 19             What did you mean by that? 

 20    A.  I think it meant that we took it as an endorsement of the 

 21    prospects for our business, the fact that he regarded us as 

 22    likely to be successful in the future. 

 23    Q.  And then the last part of your quote is, "This investment 

 24    will further bolster our strong capitalization and liquidity 

 25    position." 
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  1             What does that mean? 

  2    A.  It means that we had $5 billion more net worth as a 

  3    company, which I referred to before as making us more -- more 

  4    worth, have more worth. 

  5             And liquidity position, in that it was $5 billion of 

  6    cash was coming in.  So that if we had debts or obligations to 

  7    pay in the near term, we have $5 billion more cash than we had 

  8    before, which was a significant amount of money, as you 

  9    realize. 

 10    Q.  And what was the connection, if any, between that and all 

 11    the pressures that were on Goldman Sachs' stock at the time? 

 12    A.  Well, couldn't tell you what any individual thought about 

 13    our company before or after, but they were much more likely to 

 14    think we were in better shape -- however shape they thought we 

 15    were in before, they would think we were in better shape as a 

 16    result of this. 

 17             MR. MICHAELSON:  Your Honor, may I approach? 

 18             THE COURT:  Yes. 

 19    Q.  Mr. Blankfein, I've placed a document in front of you 

 20    marked 627TR.  Can you read just the date at the top there. 

 21    A.  September 24, 2008. 

 22    Q.  And can you read the time, please? 

 23    A.  7:09 a.m. 

 24             MR. MICHAELSON:  Your Honor, at this time the 

 25    government offers Exhibit 627TR and portions of the audio call 
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  1    reflected therein. 

  2             MR. DOWD:  May we see you at the sidebar, your Honor? 

  3             THE COURT:  Yes. 

  4             (Continued on next page) 
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  1             (At the sidebar) 

  2             MR. DOWD:  Your Honor we object to this being brought 

  3    in through this witness.  I doubt if he could recognize any 

  4    voices here.  But it says -- this has nothing to do with him 

  5    and I just don't think he ought to be up there and used as a 

  6    prop.  And seriously, right. 

  7             MR. MICHAELSON:  Let me address the hearsay objection 

  8    first.  It's not hearsay.  This is coming in from Rajaratnam's 

  9    own statements with our admissions.  And Ian Horowitz is an 

 10    employee of Galleon.  So his statements would come in under the 

 11    agent exception. 

 12             With respect to the transcript, we're happy to offer 

 13    the transcript subject to connection.  We have another witness 

 14    who will be able to identify -- identify the voices on the 

 15    call. 

 16             THE COURT:  I'm going to sustain the objection.  This 

 17    is a step removed from the way the government has previously 

 18    been using the tapes.  Where got a tipper disclosing 

 19    information, you can ask a witness whether or not that 

 20    information was confidential or not.  This seems to me to be a 

 21    step removed.  I've allowed generally both sides a lot of space 

 22    here.  I think this is just too far.  You can obviously ask him 

 23    questions about when the information became public and that 

 24    sort of -- and if you've got another phonecall, with Mr. Gupta 

 25    and Mr. Rajaratnam, which I think you do, you can use that. 
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  1             MR. STREETER:  Your Honor, can I inquire about one 

  2    thing?  We do have another call in which Mr. Rajaratnam says -- 

  3    this is getting -- we're going to get to this in a minute with 

  4    the two dollar, you know, that they're going to lose two 

  5    dollars about a month later. 

  6             THE COURT:  Is this with Mr. Gupta? 

  7             MR. MICHAELSON:  No.  It's with an employee of 

  8    Galleon, Mr. Lau. 

  9             THE COURT:  You can play the Gupta Raj phonecall. 

 10             MR. MICHAELSON:  Your Honor, speaking to the 

 11    transcript that's coming down pike, that's the call between 

 12    Mr. Rajaratnam and an employee of Galleon.  During that call 

 13    Rajaratnam makes statements about Goldman Sachs' position, for 

 14    example, at that time trading revenues were offset by asset 

 15    losses.  The government would like to ask this witness -- we 

 16    can't think of a better witness to ask -- whether at that time 

 17    Goldman's trading revenues were offset by its asset losses.  We 

 18    wouldn't be asking him to interpret the call, just simply, the 

 19    question. 

 20             MR. BRODSKY:  The analogy, your Honor, would be -- 

 21             THE COURT:  I understand what you're doing. 

 22             As I say, I think it's a step too far removed. 

 23    Counsel can certainly do that in argument.  And you can bring 

 24    in the tapes later.  You can set the groundwork for it.  But to 

 25    go with this witness to wholly internal discussions at Galleon 
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  1    is a step too far.  So do your homework with this witness and 

  2    then you'll get it in somewhere else. 

  3             MR. MICHAELSON:  Your Honor, may I draw the analogy to 

  4    when Sriram Viswanathan was on the stand there were 

  5    conversations between Mr. Goel and Mr. Rajaratnam where 

  6    Mr. Goel was conveying information.  We were able to ask 

  7    Mr. Viswanathan, because he was the only witness who could do 

  8    it, whether that information was confidential and could be 

  9    disclosed.  What we would want to do is a call between 

 10    Mr. Rajaratnam and Mr. Lau, just -- 

 11             THE COURT:  And who? 

 12             MR. BRODSKY:  And Mr. Lau, an employee of Galleon.  We 

 13    would want to ask whether Mr. Blankfein, direct him to a 

 14    portion of the call, and ask him whether that information was 

 15    confidential. 

 16             THE COURT:  You can ask him that information.  I think 

 17    it's too diverting to be playing these -- these internal tapes 

 18    with a witness who has neither heard the tapes or spoken -- a 

 19    speaker in the tape. 

 20             MR. BRODSKY:  I see.  Thank you, your Honor. 

 21             (Continued on next page) 
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  1             (In open court) 

  2    Q.  Mr. Blankfein, was the announcement by Goldman Sachs that 

  3    Berkshire, Mr. Buffett was making this announcement, was that 

  4    good news or bad news for Goldman Sachs? 

  5    A.  It was good news for Goldman Sachs. 

  6    Q.  Was it big news or small news? 

  7    A.  Big news. 

  8    Q.  During this period of time, September of 2008, did Goldman 

  9    Sachs' stock trade as part of any particular sector? 

 10    A.  Goldman Sachs would trade with the market in general; more 

 11    specifically with financials; even more specifically with 

 12    investment banks. 

 13    Q.  And what were -- so what were some of the other stocks in 

 14    that sector? 

 15    A.  Morgan Stanley would be another stock that would be a firm 

 16    similar to ours.  And up to a certain point Merrill Lynch would 

 17    be a firm similar to ours until it was acquired by Bank of 

 18    America. 

 19    Q.  And to your knowledge, is there any correlation between the 

 20    way Goldman Sachs' stock price moves and how the sector as a 

 21    whole moves, the financial sector as a whole moves? 

 22    A.  There is a correlation which could vary over time, but 

 23    there's always some correlation. 

 24    Q.  So if Goldman Sachs' stock price goes up, does that mean 

 25    the sector generally is going up? 
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  1    A.  Generally, unless there's something happening specific to 

  2    Goldman Sachs, or specific to the other institution. 

  3             People would generally look at us as similar companies 

  4    unless there's something going on that makes them think we're 

  5    not similar. 

  6    Q.  Is Goldman Sachs a leader of that sector, if you will? 

  7    A.  It was -- that time it was and is the largest investment 

  8    bank of a small category within financials. 

  9    Q.  Meaning it was the largest -- the largest company in that 

 10    sector? 

 11    A.  Yes.  The highest market cap, capitalization; the biggest, 

 12    most value. 

 13    Q.  I'd like to direct your attention to the following month, 

 14    October of 2008.  What was significant, if anything, about 

 15    Goldman Sachs' P&L in October of 2008? 

 16    A.  In October of 2008, we were losing money. 

 17    Q.  And what was the significance of that? 

 18    A.  We generally make money. 

 19    Q.  As of that time, about how long had Goldman Sachs been a 

 20    public company? 

 21    A.  We've been a public company for a bit under ten years. 

 22    Q.  And during that ten-year period, how many times had Goldman 

 23    Sachs lost money in a quarter? 

 24    A.  It hadn't.  Never. 

 25    Q.  And what was the P&L looking like in October 2008? 
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  1    A.  Well, up to that point, that would be the middle of that 

  2    quarter.  And so far, for that quarter, we had a negative 

  3    number; not a positive number.  We were losing money. 

  4    Q.  And did you have an understanding at that time as to what 

  5    the investors' expectations were as to Goldman Sachs' quarterly 

  6    performance? 

  7    A.  I can't say what every or even what any investor thought. 

  8    But, it seemed that from the published reports of firms that 

  9    write analyses of what they -- how they think companies like 

 10    ours are doing, it seemed to be a consensus, an agreement that 

 11    we were making money at that point when, in fact, we weren't. 

 12             MR. MICHAELSON:  Your Honor, may I approach? 

 13             THE COURT:  Yes. 

 14    Q.  I've placed before you a document marked Government Exhibit 

 15    315C.  Do you recognize this document? 

 16    A.  I'm familiar with the document. 

 17    Q.  Can you describe it. 

 18    A.  It's a -- it's the kind of P&L that we get once a week 

 19    which summarizes the P&L for that week as well as reviews the 

 20    quarter, the date, how far -- the quarter's P&L and also the 

 21    year's P&L up to that point. 

 22    Q.  What is the date on this P&L? 

 23    A.  October 17, 2008. 

 24    Q.  And how do you generally receive these documents? 

 25    A.  I generally receive this by e-mail on a Friday night which 
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  1    I sometimes, but not always, look at.  And I receive it Monday, 

  2    the following Monday morning at a meeting that the senior 

  3    people have to discuss what's going on at the firm.  The 

  4    content, of course, is coming also by voice mail to me.  So 

  5    I'll know the numbers even if I don't see the documents. 

  6             MR. MICHAELSON:  The government offers 315C. 

  7             MR. DOWD:  No objection, your Honor. 

  8             THE COURT:  Admitted. 

  9             (Government's Exhibit 315C received in evidence) 

 10    Q.  Mr. Blankfein, I'd like to direct your attention to the 

 11    third column, which says quarter to date. 

 12             What does that column contain? 

 13    A.  Contains the -- it contains information about our P&L for 

 14    what was approximately half of that quarter.  October 17 was 

 15    roughly the midpoint of the quarter. 

 16    Q.  And what does this document show with respect to Goldman 

 17    Sachs' quarter to date P&L as of October 17, 2008? 

 18    A.  It shows that our earnings per share, in other words, the 

 19    overall earnings of the firm divided by the number of shares 

 20    was down 1.96. 

 21    Q.  That's in the row, it says diluted earnings per common 

 22    share. 

 23    A.  Right. 

 24    Q.  What, if anything, did you tell the board about Goldman's 

 25    quarter to date loss in October 2008? 
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  1    A.  What did I tell the board?  I would tell -- I would inform 

  2    the board that where -- how the firm was performing. 

  3    Q.  In general? 

  4             MR. DOWD:  Objection, your Honor.  The question was 

  5    what did he tell the board not what would he tell the board. 

  6    Could we get a clarification on that, please. 

  7             THE COURT:  Do you want to ask the question again, 

  8    please, Mr. Michaelson. 

  9    Q.  Mr. Blankfein, can you remind us the significance of the 

 10    quarter to date P&L reflected in this document. 

 11    A.  The significance? 

 12    Q.  What was the significance about it? 

 13    A.  I'd say at the time we would think it was -- we did think 

 14    it was significant that the earnings were down a significant 

 15    amount this far into the quarter and that was -- it was bad 

 16    enough for it to be down but it was also something that, based 

 17    upon our observation of what people were saying about us, it 

 18    seemed to be very different from what people were saying our 

 19    P&L was.  And so, therefore, there was that difference. 

 20    Q.  I'm sorry.  I interrupted.  What did you say there at the 

 21    end? 

 22    A.  Therefore, we were concerned that this number would be a -- 

 23    this number would be a surprise. 

 24    Q.  And up to this point, how many times had Goldman Sachs lost 

 25    money in a quarter? 
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  1    A.  None. 

  2    Q.  And what did you generally -- what was your practice with 

  3    respect to updating board members news of this significance? 

  4    A.  Our practice was to keep them very well informed on what 

  5    was going on, more informed when it would be surprising and 

  6    much more informed when it would be bad news as opposed to good 

  7    news. 

  8    Q.  Did there come a time when Goldman Sachs posted the board 

  9    or updated the board with respect to its earnings? 

 10    A.  Yes. 

 11    Q.  I've placed in front of you a document marked Government 

 12    Exhibit 3017.  Please read the first two lines of this 

 13    document. 

 14    A.  "October 23, 2008.  4:15 p.m. board posting call.  Status 

 15    on attendance." 

 16    Q.  Does the document contain a list of directors? 

 17    A.  Yes. 

 18    Q.  Is your name on there? 

 19    A.  Yes. 

 20             MR. MICHAELSON:  The government offers Government 

 21    Exhibit 3017. 

 22             MR. DOWD:  No objection, your Honor. 

 23             THE COURT:  Admitted. 

 24             (Government's Exhibit 3017 received in evidence) 

 25             MR. MICHAELSON:  Ms. Kuntz, could you please highlight 
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  1    the 4:15 board posting call. 

  2             Thank you. 

  3    Q.  Mr. Blankfein, you said that Goldman Sachs traded on the 

  4    New York Stock Exchange; is that right? 

  5    A.  Yes. 

  6    Q.  What time of day does that market close? 

  7    A.  Well the New York Stock Exchange closes at 4:00. 

  8    Q.  And referring to this here posting call, what is a posting 

  9    call? 

 10    A.  It just meant that the purpose of the call was to let 

 11    people know what was going on.  So it was not a specific 

 12    corporate or statutory purpose like approving our balance sheet 

 13    or -- it was for the purpose of informing them about something. 

 14    Q.  What was going on at Goldman Sachs at this time? 

 15    A.  I think -- again, I don't recall what else we might have 

 16    been thinking of but certainly an important thing would have 

 17    been what the -- how our P&L was progressing up to that point. 

 18    Q.  And at this time was Goldman Sachs' quarter to date P&L 

 19    confidential? 

 20    A.  Yes. 

 21    Q.  Did Goldman Sachs announce its quarter to date P&L in 

 22    October of 2008 to the investing public? 

 23    A.  No. 

 24    Q.  Was Rajat Gupta authorized to disclose that information to 

 25    someone outside of Goldman Sachs? 
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  1    A.  No. 

  2             MR. DOWD:  Your Honor, I object.  There is no 

  3    foundation.  There's nothing in the record to indicate 

  4    Mr. Gupta knew. 

  5             THE COURT:  Overruled.  Proceed. 

  6    Q.  During this time period, October of 2008, did Goldman Sachs 

  7    have losses -- let me strike that and start over. 

  8             At the outset of the testimony you were describing 

  9    some of the departments and divisions and types of work that 

 10    Goldman Sachs does.  Do you recall that? 

 11    A.  Yes. 

 12    Q.  And you mentioned that Goldman Sachs does I believe market 

 13    making or trading? 

 14    A.  Yes. 

 15    Q.  Can you describe that aspect of Goldman Sachs' business? 

 16    A.  People -- clients which are investors, companies, sometimes 

 17    government, have to buy and sell securities or buy or sell 

 18    securities.  Sometimes buy or sell commodities like oil or 

 19    metals.  And what we do is we provide a service whereby if 

 20    somebody needs to buy something, we sell to them.  If somebody 

 21    needs to sell something, we buy it from them. 

 22             That's called a market maker.  In other words, we make 

 23    the market so that people can transact through us.  And so 

 24    that's a service we do for the world, you know, our clients. 

 25    People can come to us and get the asset or sell the asset that 
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  1    they want to do when they want to do it without having to find 

  2    the end buyer. 

  3             It's our job to find the other side of the 

  4    transaction.  We're like a middleman in that connection. 

  5    Q.  And during the October of -- during the October 2008 time 

  6    period, around the time of this board posting call, what were 

  7    the revenues from this trading division like?  Were they 

  8    positive, negative?  Do you recall? 

  9    A.  The revenues from this -- the revenue from this trading 

 10    business was negative.  Within the trading business there were 

 11    market making activities and probably other activities as well. 

 12    So we don't necessarily break it out like that. 

 13             But the trading division's P&L was negative.  I can't 

 14    say from this that the market making P&L was negative. 

 15    Q.  Separate -- can you explain, first of all, the difference 

 16    there between -- I guess you're looking at a document in 

 17    evidence; is that right? 

 18    A.  I'm looking at the P -- I'm looking at the 3015C that you 

 19    gave me. 

 20    Q.  And which figure were you referring to on that document? 

 21    A.  I'm looking at the line, the second line on the left says 

 22    fixed income currency and commodities.  The next line is 

 23    equities. 

 24             Those are our two trading businesses in which we make 

 25    markets to other people.  But those businesses also had 
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  1    inventories of positions; in other words, assets that they've 

  2    accumulated that are also going up and down in value. 

  3             What I'm seeing here is the number that's the net of 

  4    market making activities plus the change in value of existing 

  5    positions.  So I can't, from the face of this, say what was due 

  6    to market making and what was due to just other things that are 

  7    done in that division. 

  8    Q.  So trading revenues -- 

  9    A.  Is a broader term than market making. 

 10    Q.  So trading revenues would encompass both the rows here 

 11    relating to equity and the row here relating to fixed income? 

 12    A.  Right.  Which includes market making activities and also 

 13    certain other activities that require us to hold certain assets 

 14    in inventory, so that inventory fluctuates in value. 

 15    Q.  If you add up -- 

 16             MR. MICHAELSON:  Ms. Kuntz would you please highlight 

 17    those two rows, fixed income and equities, going all the way 

 18    across quarter to date. 

 19    Q.  If you add up those two numbers there in the quarter to 

 20    date column, is that positive or negative? 

 21    A.  In the two columns, the quarter to date is positive. 

 22    Q.  Now, you mentioned asset losses.  What are -- what in 

 23    general would Goldman Sachs' asset losses be? 

 24    A.  I mentioned in connection with -- in connection with -- the 

 25    firm -- some of the things that we also do include making 

                      SOUTHERN DISTRICT REPORTERS, P.C. 

                                (212) 805-0300 



                                                                   1760 

       13N9RAJ3                 Blankfein - direct 

  1    investments.  We're an investment bank.  So we also invest in 

  2    companies.  Those investments can fluctuate in value. 

  3             So we can have gains or losses, even if we don't sell 

  4    the asset, because we -- we record the change in value whether 

  5    or not we sell it.  So that fluctuation also goes into the P&L. 

  6             Some of those investments would be in the line 

  7    investment banking and merchant banking.  And some of those 

  8    investments -- some of those items would also be in the two 

  9    lines you highlighted. 

 10    Q.  So, asset revenue or profit or loss from assets would be 

 11    reflected in any of those two rows? 

 12    A.  I would say profit and losses from fluctuations in value of 

 13    things we're holding. 

 14    Q.  What does -- I'd like to -- 

 15             MR. MICHAELSON:  Ms. Kuntz, would you highlight the 

 16    row that says net revenues, going all the way across to quarter 

 17    to date. 

 18    Q.  Mr. Blankfein, what were Goldman Sachs' net revenues 

 19    quarter to date as of October 17, 2008? 

 20    A.  It was down -- those are in millions.  So that would be 

 21    down $171 million. 

 22    Q.  And is that a big loss for Goldman Sachs or a big negative 

 23    number for Goldman Sachs to have as its net revenue? 

 24    A.  It's, obviously, a big number.  In the context of numbers 

 25    that go into and out of a bank like ours, it's not by itself a 

                      SOUTHERN DISTRICT REPORTERS, P.C. 

                                (212) 805-0300 



                                                                   1761 

       13N9RAJ3                 Blankfein - direct 

  1    big number.  But the fact that it's negative and not positive 

  2    is a striking thing. 

  3    Q.  Is it -- I mean -- I want to get a sense of the context of 

  4    how that number fluctuates at Goldman Sachs. 

  5             What do the quarterly revenues, net revenues look like 

  6    at Goldman Sachs?  What's the range? 

  7    A.  It depends, of course, on the quarter and the year.  But 

  8    our revenues in a normal quarter for a quarter, for the firm, 

  9    would be like between eight and -- eight and eleven or so 

 10    billion dollars.  Sometimes it could be lower.  Sometimes it 

 11    could be higher.  But mostly it's contained between, you know, 

 12    around nine or ten billion dollars. 

 13    Q.  Nine or ten billion? 

 14    A.  Yes. 

 15    Q.  For a quarterly net revenue. 

 16             And this number reflects that you're down less than 

 17    two hundred million? 

 18    A.  Yes. 

 19    Q.  In the context of Goldman Sachs' business, is this about 

 20    flat? 

 21    A.  That would be -- in the context of our business we would 

 22    probably -- I know it sounds like a big number, but we would 

 23    probably round that to flat because of the scale of numbers 

 24    that go in and out. 

 25    Q.  You would round that to like zero net revenues? 
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  1    A.  Yes, in the -- we're very rigorous.  But in conversation we 

  2    would say about flat. 

  3    Q.  And when you communicate with the board with respect to 

  4    numbers like this, do you generally use the precise numbers or 

  5    do you round them? 

  6    A.  Generally if we're not working off a piece of specific -- 

  7    specific piece of paper and we're just communicating orally, we 

  8    would generally round it to a whole number. 

  9    Q.  And the quarter to date loss here for earnings per share -- 

 10             MR. MICHAELSON:  If you could highlight that row at 

 11    the bottom, the diluted earnings per share. 

 12    Q.  What does this document show with respect to Goldman Sachs' 

 13    quarter to date earnings per share? 

 14    A.  It says we're down a dollar -- the bracket indicates a 

 15    negative number.  It means we're down 1.96. 

 16    Q.  What would you round that to? 

 17    A.  I don't know whether -- what would I -- if I were rounding, 

 18    I would probably round it to two.  I don't recall whether I did 

 19    round it or not. 

 20    Q.  But you would round it to down two bucks? 

 21    A.  I would probably in conversation say two dollars. 

 22    Q.  And was that information in October 2008 confidential? 

 23    A.  Yes. 

 24             (Pause) 

 25             MR. MICHAELSON:  Ms. Kuntz, if you would publish 
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  1    Government Exhibit 3017 in evidence. 

  2    Q.  Do you recall seeing this document, Mr. Blankfein? 

  3    A.  At the time I didn't see this document. 

  4    Q.  But just this morning do you recall that? 

  5    A.  I recall -- yes. 

  6    Q.  This is a board posting call? 

  7    A.  Yes. 

  8    Q.  And under the list of direct -- 

  9    A.  It's not a document that I would see in general. 

 10    Q.  I understand. 

 11             If you could just read the row that begins with Rajat 

 12    Gupta. 

 13    A.  "Rajat Gupta, confirmed." 

 14    Q.  And the row with your name? 

 15    A.  "Lloyd Blankfein, in person." 

 16    Q.  And what, in general, is the purpose of these posting 

 17    calls? 

 18    A.  It was to -- it was supposed -- it was to advise the board 

 19    as to some facts or circumstance which we, management, thought 

 20    they should know. 

 21    Q.  And in October of 2008 did you think management should know 

 22    about Goldman Sachs' quarter to date? 

 23    A.  You mean the board? 

 24    Q.  Did you think that Goldman Sachs' board should know about 

 25    Goldman Sachs' quarter to date loss of around two bucks a 

                      SOUTHERN DISTRICT REPORTERS, P.C. 

                                (212) 805-0300 



                                                                   1764 

       13N9RAJ3                 Blankfein - direct 

  1    share? 

  2    A.  Yes. 

  3             MR. MICHAELSON:  No further questions, your Honor. 

  4             THE COURT:  Cross-examination. 

  5             MR. DOWD:  Thank you, your Honor. 

  6    CROSS-EXAMINATION 

  7    BY MR. DOWD: 

  8    Q.  Good afternoon, Mr. Blankfein. 

  9    A.  Hello. 

 10    Q.  My name is John Dowd and I represent Mr. Rajaratnam. 

 11             I will try not to keep you too long.  I know you're 

 12    busy and have a heavy schedule but I have a few questions for 

 13    you. 

 14             As I understand it, Goldman Sachs is a financial 

 15    services firm, correct? 

 16    A.  Yes. 

 17    Q.  And you are its chief executive officer? 

 18    A.  Correct. 

 19    Q.  And Goldman performs a variety of different services for 

 20    its clients.  As I understand it, it provides investment 

 21    banking services? 

 22    A.  Correct. 

 23    Q.  It provides asset management services? 

 24    A.  Yes. 

 25    Q.  And it employs expert research analysts? 
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  1    A.  We do. 

  2    Q.  And you publish their research and analysis to buy-side 

  3    clients? 

  4    A.  Correct. 

  5    Q.  Including hedge funds like Galleon? 

  6    A.  They would be among the audience. 

  7    Q.  You're familiar with Galleon, are you not, sir? 

  8    A.  Yes. 

  9    Q.  And you also provide prime brokerage services to buy-side 

 10    clients, correct? 

 11    A.  Yes. 

 12    Q.  Including hedge funds like Galleon? 

 13    A.  Yes. 

 14    Q.  And Galleon was a client of Goldman Sachs & Company, 

 15    correct? 

 16    A.  Yes. 

 17    Q.  And Galleon subscribed to the expert research and analysis 

 18    that Goldman analysts published; is that correct, sir? 

 19    A.  Yes.  And subscribe -- we issue it, and they would know if 

 20    they read it, but I presume they did. 

 21    Q.  Thank you, sir. 

 22             And Galleon used Goldman for prime brokerage services, 

 23    correct? 

 24    A.  Yes. 

 25    Q.  And Galleon placed trades through Goldman, did it not? 
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  1    A.  Yes. 

  2    Q.  Indeed millions of dollars worth of trades? 

  3    A.  I don't know but I assume so. 

  4    Q.  And Goldman earned commission dollars on those trades? 

  5    A.  Yes. 

  6    Q.  And Goldman also held brokerage balances for Galleon worth 

  7    millions of dollars too? 

  8    A.  I don't know that for a fact but I would assume -- again, I 

  9    would -- that would be likely, given the size of that firm. 

 10    Q.  And Goldman earned interest on those balances that it held 

 11    for Galleon? 

 12    A.  If we held balances, which I'm assuming we did, we would 

 13    have earned interest on it. 

 14    Q.  So, Goldman made millions of dollars off its business with 

 15    Galleon every year, correct? 

 16    A.  Yes. 

 17    Q.  And Galleon was also a large investor in Goldman Sachs, 

 18    correct? 

 19    A.  That I'm not in a position to know. 

 20    Q.  Were you aware that Mr. Rajaratnam was an investor in 

 21    Goldman Sachs? 

 22    A.  Only as a result of preparing for this -- I wouldn't -- I 

 23    didn't know that. 

 24             MR. MICHAELSON:  Your Honor, could we have a time 

 25    period on that, please? 
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  1             MR. DOWD:  Certainly.  2006 to 2008. 

  2    Q.  Galleon and Mr. Rajaratnam owned equity shares of Goldman 

  3    Sachs? 

  4    A.  I didn't know that.  I wouldn't know that. 

  5    Q.  And indeed over those years of 2006 to 2008 they owned 

  6    millions of shares of Goldman's stock?  You say you're unaware 

  7    of that? 

  8    A.  Yes.  I'm saying I am unaware of that.  I don't know -- I 

  9    wouldn't know that. 

 10    Q.  But Goldman's relationship with Galleon was important, 

 11    wasn't it, sir? 

 12    A.  Yes. 

 13    Q.  Galleon was a big client of Goldman Sachs? 

 14    A.  I would say yes. 

 15    Q.  And, indeed, it was classified as a tier one client? 

 16    A.  That I'm not sure of but I know it was a prominent client 

 17    of Goldman Sachs. 

 18    Q.  Will you tell the ladies and gentlemen of the jury, sir, 

 19    what a tier one client is. 

 20    A.  You know I'm not entirely sure myself.  I know that we 

 21    assign rankings to our clients, who is relatively more 

 22    important or less important.  So I'm surmising that tier one -- 

 23    I've heard that language used but that's not something that I'm 

 24    close to.  But I know that they were an important client of the 

 25    firm. 
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  1    Q.  And you and your colleagues pay attention to your customers 

  2    and investors, don't you? 

  3    A.  Sure.  Yes. 

  4    Q.  You talk to them? 

  5    A.  I talk to a lot of them.  I certainly don't talk to all of 

  6    them.  We have tens of thousands. 

  7    Q.  Probably try to, though, correct? 

  8    A.  I aim -- I aspire to, for sure.  But I don't always get 

  9    there. 

 10    Q.  Do you stay in touch with them? 

 11    A.  Whose the them? 

 12    Q.  When I mean you, you and your colleagues? 

 13    A.  Oh, no.  We're a client-oriented firm.  So I talk to a lot 

 14    of different kinds of clients, and so do many of my colleagues. 

 15    Q.  You meet with them and you keep them informed? 

 16    A.  In general someone from Goldman Sachs, not necessarily me, 

 17    obviously, but somebody should be -- have a relationship with 

 18    our clients. 

 19    Q.  And you yourself have been met with Galleon, have you not, 

 20    sir? 

 21    A.  I recall going up to the Galleon offices. 

 22    Q.  When you were vice chairman of Goldman?  Do you remember 

 23    that? 

 24    A.  You know, I just remember it was a while ago, a long time 

 25    ago. 
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  1    Q.  And you went up there because Galleon was an important 

  2    client of Goldman, correct? 

  3    A.  As I said, whether I went up there or not, I know now -- I 

  4    know that Galleon was an important client of Goldman Sachs. 

  5    Q.  And you know Rajat Gupta? 

  6    A.  I do know Rajat Gupta. 

  7    Q.  Mr. Gupta was a member of Goldman's board of directors from 

  8    late 2006 until 2010, correct? 

  9    A.  Yes. 

 10    Q.  You would agree that the people elected to serve on 

 11    Goldman's board of directors are distinguished individuals, 

 12    correct? 

 13    A.  Yes. 

 14    Q.  In fact, Goldman directors are one of the most accomplished 

 15    and highly regarded businessmen and women in the world? 

 16    A.  I think so -- I certainly think so. 

 17    Q.  And Rajat Gupta was no exception, was he? 

 18    A.  Not at all. 

 19    Q.  He was a highly esteemed individual in the business 

 20    community? 

 21    A.  Yes. 

 22    Q.  And his reputation for integrity was beyond reproach? 

 23    A.  Yes. 

 24    Q.  And he joined Goldman's board of directors on November 13, 

 25    2006; is that correct? 
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  1    A.  I don't know the exact date but I know it was sometime -- 

  2    well if you have the release I can -- I know that it was 

  3    sometime in 2006. 

  4             MR. DOWD:  Your Honor, may I approach the witness? 

  5             THE COURT:  Yes. 

  6             MR. DOWD:  Thank you. 

  7    Q.  Sir, I'm going to give you sort of a stack of documents 

  8    that we're going to go through. 

  9    A.  Thank you. 

 10             MR. BRODSKY:  Your Honor, may we have a brief sidebar? 

 11             (Pause) 

 12    Q.  Mr. Blankfein, you have Government Exhibit 3000 before you? 

 13    A.  Yes. 

 14    Q.  And do you recognize that document, sir? 

 15    A.  It's the press release of Rajat Gupta joining the board of 

 16    Goldman Sachs. 

 17             MR. DOWD:  Excuse me.  I don't know what that was. 

 18             THE COURT:  We had that problem yesterday. 

 19             MR. DOWD:  Your Honor, I have Government Exhibit 3000. 

 20    I don't know whether it's in or not.  If it's not in, I offer 

 21    it. 

 22             MR. MICHAELSON:  No objection. 

 23             THE COURT:  Admitted. 

 24             (Government's Exhibit 3000 received in evidence) 

 25    Q.  Mr. Blankfein, would you be kind enough to read the second 
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  1    and third, and fourth paragraphs of this exhibit to the jury. 

  2    A.  Sure. 

  3             THE COURT:  I think yesterday Mr. Streeter pulled the 

  4    plug and it seemed to get rid of that sound. 

  5             MR. DOWD:  Maybe we ought to get Streeter over there. 

  6             THE COURT:  Is anybody's cellphone, do you have a 

  7    cellphone in your pocket? 

  8             MR. DOWD:  No.  I'm not permitted to have one. 

  9             I feel like I'm causing it but I don't know why. 

 10             I'm sorry, Mr. Blankfein. 

 11             THE WITNESS:  We all do. 

 12             Shall I go on? 

 13    Q.  Let's try it please. 

 14    A.  "'over his 32-year career, Rajat Gupta has been a valued 

 15    source of counsel to institutions, governments, and business 

 16    leaders around the world,' said Lloyd C. Blankfein, chairman 

 17    and chief executive of Goldman Sachs.  Our shareholders will be 

 18    fortunate to have his strategic and operational expertise and 

 19    judgment represented on our board.  Mr. Gupta is a senior 

 20    partner of McKinsey & Company, a global management consulting 

 21    firm.  From 1994 to 2003 he was worldwide managing director of 

 22    McKinsey.  Mr. Gupta serves as the United Nations Secretary 

 23    General's special advisor on U.N. management reform and is the 

 24    chairman of the board of the Indian School of Business and of 

 25    the associates of the Harvard Business School.  He also serves 
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  1    on the advisory board of the Kellogg School of Management at 

  2    Northwestern University and is a member of the dean's advisory 

  3    board of Tsinghua University School of Economics and Management 

  4    in Beijing." 

  5             Keep going? 

  6    Q.  All that was true? 

  7    A.  To the best of my knowledge, that's all true, yes. 

  8             THE COURT:  Why don't we take a five minute 

  9    adjournment to see if we can fix this problem. 

 10             MR. DOWD:  Thank you, your Honor. 

 11             (Jury excused) 

 12             THE COURT:  Think we've solved it? 

 13             MR. BRODSKY:  I think so. 

 14             THE COURT:  All right.  Ladies and gentlemen, I think 

 15    we have solved the problem.  Please take your seats.  Let's try 

 16    it again. 

 17             MR. DOWD:  Like those old time radios, right? 

 18    Q.  Mr. Blankfein, you would agree that Mr. Gupta served on 

 19    your board with distinction? 

 20    A.  Subject only to what's in contention here, yes. 

 21    Q.  But he was a good board member? 

 22    A.  Yes. 

 23    Q.  And, in fact, Mr. Gupta was such a good board member that 

 24    he sought to resign in September 2008 and you talked him out of 

 25    it, didn't you? 
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  1    A.  I asked him to stay on the board after he had -- after it 

  2    was resolved, that he would resign. 

  3    Q.  Would you take a look at Defense Exhibit 4585.  That's -- 

  4    you got that stack of documents? 

  5    A.  Sorry.  I'm using the large print edition here. 

  6    Q.  Whatever is easier. 

  7             Do you recognize this document? 

  8    A.  I'm reading the cover page which -- let me go to your -- 

  9    give me the number again.  I apologize. 

 10    Q.  Defense Exhibit 4585.  It's an e-mail dated September 11, 

 11    2008. 

 12    A.  I have it. 

 13    Q.  Do you recognize that document, sir? 

 14    A.  Yes. 

 15             MR. DOWD:  Your Honor, I offer Defense Exhibit 4585. 

 16             MR. MICHAELSON:  No objection. 

 17             THE COURT:  Admitted. 

 18             (Defendant's Exhibit 4585 received in evidence) 

 19    Q.  Sir, the Defense Exhibit is an e-mail from Lisette 

 20    Jorgensen to Rajat Gupta dated September 11, 2008; is that 

 21    correct? 

 22    A.  Yes. 

 23    Q.  And attached to it is a draft press release dated 

 24    September 12, 2008 announcing Mr. Gupta's resignation from 

 25    Goldman's board of directors? 
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  1    A.  Yes. 

  2    Q.  But Mr. Gupta didn't actually resign, did he? 

  3    A.  Correct. 

  4    Q.  He did not resign because you talked him out of it; is that 

  5    correct? 

  6    A.  Yes. 

  7    Q.  You didn't want him to resign particularly at this period 

  8    of time, did you? 

  9    A.  Correct. 

 10    Q.  This was, as you've testified on direct, I think a very 

 11    difficult time?  Both in the market and for Goldman Sachs? 

 12    A.  Yes. 

 13    Q.  And you didn't want to project any instability to the 

 14    market, correct? 

 15    A.  And we didn't want to have any instability, yes. 

 16    Q.  Instability or uncertainty.  I think you used the term 

 17    uncertainty. 

 18    A.  Yes. 

 19    Q.  Now at this time other investment banks -- I think you 

 20    mentioned Lehman Brothers and I think Bear Stearns had pretty 

 21    well collapsed? 

 22    A.  Six months earlier, Bear Stearns. 

 23    Q.  And you didn't want any departure to send the wrong signal 

 24    to the market at sort of a fragile time? 

 25    A.  Correct. 
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  1    Q.  So you asked him to remain, and he agreed? 

  2    A.  Correct. 

  3    Q.  And he remained on the board until March 10, 2010, correct, 

  4    sir? 

  5    A.  I'm not -- he stayed on the board until we had our annual 

  6    meeting that -- 

  7    Q.  Take a look, if you would -- maybe it will help you -- take 

  8    a look at 4574. 

  9    A.  I see it. 

 10    Q.  Do you see that? 

 11             Do you recognize that document, sir? 

 12    A.  Yes. 

 13    Q.  What is it? 

 14    A.  It's a -- it's the press release that Rajat Gupta will not 

 15    stand for reelection to the Goldman Sachs board of directors. 

 16             MR. DOWD:  Your Honor, I offer Defense Exhibit 4574. 

 17             MR. MICHAELSON:  No objection. 

 18             THE COURT:  Admitted. 

 19             (Defendant's Exhibit 4574 received in evidence) 

 20    Q.  Mr. Blankfein, if you would be kind enough to ready to the 

 21    ladies and gentlemen of the jury the middle paragraph beginning 

 22    with Rajat. 

 23    A.  Yes. 

 24             "'Rajat has made important contributions to Goldman 

 25    Sachs as a board member,' said Lloyd C. Blankfein, Chairman and 
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  1    CEO of the Goldman Sachs Group, Inc.  His independent advice, 

  2    keen understanding of the issues, and belief in our culture has 

  3    had a tremendous impact on our firm." 

  4             (Continued on next page) 
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  1     13N8RAJ4                 Blankfein - cross 

  2    Q.  Now, at the time you made this statement, Mr. Blankfein, 

  3    you were aware of the allegations made against Mr. Gupta by the 

  4    government, correct? 

  5             MR. MICHAELSON:  Objection, your Honor. 

  6             THE COURT:  The witness may answer. 

  7    A.  I had awareness of -- I want to say inkling.  I know a lot 

  8    more subsequent, I know a lot more after than I knew at that 

  9    time, but I knew that there was questions about Rajat's 

 10    behavior.  That's how I would say it. 

 11    Q.  You were aware, were you not, sir, that your counsel, both 

 12    inside and outside counsel at Goldman, had looked into this 

 13    matter in December and in February 2010, correct? 

 14             MR. MICHAELSON:  Objection, your Honor. 

 15             THE COURT:  Sustained. 

 16             MR. DOWD:  Your Honor, may I see you at the side bar? 

 17             THE COURT:  Yes. 

 18             (Continued on next page) 

 19 
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 21 

 22 
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 24 
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  1             (At the side bar) 

  2             MR. DOWD:  Your Honor, I mean no disrespect to your 

  3    ruling, but all I am going to ask him is if he is aware of 

  4    getting a report from his counsel, not what it was or what 

  5    anybody said or anything else.  Because I think it's important 

  6    to establish that he made the statement and the jury can draw 

  7    its own conclusions.  In that respect, I would ask you to 

  8    reconsider.  I am not going to go any further than this. 

  9             MR. BRODSKY:  What Mr. Dowd wants to do is imply 

 10    somehow that Goldman Sachs gave Mr. Gupta a clean bill of 

 11    health, but that's absolutely not true. 

 12             THE COURT:  I understand.  You can ask him whether he 

 13    got that information or inkling from his counsel. 

 14             MR. DOWD:  Thank you, your Honor. 

 15             THE COURT:  And move on. 

 16             MR. BRODSKY:  Your Honor, whether he got some 

 17    information from his counsel about Mr. Gupta -- 

 18             THE COURT:  We are not going to go into the substance 

 19    of it. 

 20             MR. BRODSKY:  It's pure hearsay, your Honor.  To the 

 21    extent it has any relevance, which it does not, at the time 

 22    they had no idea.  They never learned about these calls.  They 

 23    didn't listen to these calls.  They didn't have the July 2008 

 24    call showing Mr. Gupta violated his duty.  So when Mr. Dowd 

 25    asked that question, we will have no choice but on redirect to 
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  1    ask if his counsel had listened to the July call and if his 

  2    counsel determined that that July call was significant. 

  3             THE COURT:  If you open the door, that comes in. 

  4             MR. DOWD:  All right. 

  5             THE COURT:  It's your choice. 

  6             MR. DOWD:  Thank you, your Honor. 

  7             (Continued on next page) 
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  1             (In open court) 

  2    BY MR. DOWD: 

  3    Q.  Mr. Blankfein, in your direct testimony, you testified 

  4    about Goldman Sachs confidential information and how you treat 

  5    confidential information.  Do you recall that? 

  6    A.  Yes. 

  7    Q.  Whether or not information is considered confidential is 

  8    something that is determined by Goldman's internal policies, is 

  9    that correct? 

 10    A.  Yes. 

 11    Q.  But Goldman's policies do not establish whether information 

 12    is public or not, do they? 

 13    A.  No. 

 14    Q.  You testified about meetings of Goldman Sachs board of 

 15    directors, and correct me if I am wrong, but I think you 

 16    indicated that the regularly scheduled meetings occur around 

 17    five times every year? 

 18    A.  Yes. 

 19    Q.  Is that fair? 

 20    A.  Yes. 

 21    Q.  And then I think you talked about conference calls or 

 22    posting calls.  I think we saw a document called the posting 

 23    calls? 

 24    A.  Yes. 

 25    Q.  And those are posting calls from directors as to 
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  1    significant matters? 

  2    A.  As warranted as opposed to scheduled. 

  3    Q.  They are important matters, they are not pedestrian 

  4    matters? 

  5    A.  Yes, generally that would be normally the case. 

  6    Q.  These are calls which occur sporadically between the 

  7    regularly scheduled meetings of the board in order to keep your 

  8    board members informed, correct, sir? 

  9    A.  Yes. 

 10    Q.  Sometimes the information discussed during a board meeting 

 11    or a posting call is public information? 

 12    A.  Yes. 

 13    Q.  For example, in September 2008, I think Goldman's board of 

 14    directors discussed the collapse of Lehman Brothers, one of its 

 15    principal competitors? 

 16    A.  I don't have explicit memory, but that seems very likely 

 17    given the timing. 

 18    Q.  I think you have before you, take a look at Defense Exhibit 

 19    4590? 

 20    A.  4590?  All right. 

 21    Q.  Do you have that in front of you, sir? 

 22    A.  I have it on the screen here. 

 23    Q.  Do you recognize it? 

 24    A.  I do. 

 25    Q.  Kindly tell the Court generally what it is. 
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  1    A.  It is a special -- it is the minutes of the meeting of the 

  2    board of directors of Goldman Sachs that took place on 

  3    September 15, 2008. 

  4             MR. DOWD:  I offer Defense Exhibit 4590. 

  5             MR. MICHAELSON:  No objection. 

  6             THE COURT:  Admitted. 

  7             (Defendant's Exhibit 4590 received in evidence) 

  8    Q.  Mr. Blankfein, if I could impose on you to read the fourth 

  9    paragraph? 

 10             First read the first sentence and then the fourth 

 11    paragraph. 

 12    A.  "A special meeting of the board of directors of Goldman 

 13    Sachs Group, Inc., a Delaware corporation (the Corporation), 

 14    was held at 85 Broad Street, New York, New York  10004, and 

 15    telephonically on September 15, 2008, commencing at 3:30 p.m. 

 16    New York City time." 

 17    Q.  If you don't mind moving down to the fourth paragraph, 

 18    which begins with "Mr. Blankfein." 

 19    A.  "Mr. Blankfein called the meeting to order and then 

 20    provided the board with an update on the effects of the Lehman 

 21    Brothers Holdings, Inc. bankruptcy filing and the announcement 

 22    that Merrill Lynch and Company, Inc. would be acquired by Bank 

 23    of America Corporation.  A discussion followed." 

 24    Q.  And you were aware that the collapse of Lehman Brothers was 

 25    public information? 

                      SOUTHERN DISTRICT REPORTERS, P.C. 

                                (212) 805-0300 



                                                                   1783 

 

  1    A.  Yes. 

  2    Q.  I think other competitors, Merrill Lynch being acquired by 

  3    the Bank of America, that was also discussed by the board? 

  4    A.  I have no memory of it, but it's stated here so I assume 

  5    so, yes. 

  6    Q.  And that was a matter of considerable public discourse and 

  7    discussion, right? 

  8    A.  Yes. 

  9    Q.  There is nothing wrong with discussing public information 

 10    in a board meeting, is there, sir? 

 11    A.  Not at all. 

 12    Q.  And there would be nothing wrong with any of the directors 

 13    talking about Lehman Brothers or Bank of America and Merrill 

 14    Lynch not only in the board meeting but outside the board 

 15    meeting? 

 16    A.  Correct. 

 17    Q.  And discussing that public information would not be 

 18    confidential simply because it was discussed at the board 

 19    meeting, would it? 

 20    A.  If they talked about something that was discussed in the 

 21    board meeting as a board meeting, it would be confidential.  If 

 22    they discussed the general topic and didn't refer to the 

 23    aspects they were discussing in the board meeting, that would 

 24    be fine.  I am trying to be responsive. 

 25    Q.  Am I correct that the type of information discussed during 
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  1    the board meeting or a posting call would determine whether the 

  2    information would be considered confidential? 

  3    A.  Really, the fact that things are discussed in the board 

  4    meeting is confidential because of their awareness that it 

  5    comes as their role as directors of the company.  Even if the 

  6    topic itself would not be a particular germane topic, the 

  7    board's reaction, even to a public topic, would be confidential 

  8    if it emanates from the board. 

  9    Q.  Do you recall being interviewed by the FBI on January 7, 

 10    2011, sir? 

 11    A.  I recall a meeting with the FBI.  I don't have it in my 

 12    mind what date that was.  An FBI member. 

 13    Q.  In preparation for your testimony today, have you seen any 

 14    of the FBI reports? 

 15    A.  No, I haven't. 

 16             MR. DOWD:  Your Honor, may I approach the witness? 

 17             THE COURT:  Yes. 

 18    Q.  What I would like to do is direct your attention to a 

 19    particular sentence and not read it out loud. 

 20             What I am referring to, sir, is the sentence right 

 21    here, and ask if that refreshes your recollection. 

 22    A.  It doesn't -- it doesn't really refresh my recollection.  I 

 23    can respond to it. 

 24    Q.  Would this be an accurate statement of what you said to the 

 25    agent? 
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  1             THE COURT:  Speak up. 

  2             MR. DOWD:  Pardon? 

  3             THE COURT:  Speak up. 

  4    Q.  Would this be an accurate statement of what you said to the 

  5    agents? 

  6             MR. MICHAELSON:  Objection, your Honor.  The document 

  7    will either refresh the witness's recollection or not. 

  8             THE COURT:  Sustained. 

  9    Q.  Mr. Blankfein, do you remember on direct examination Mr. 

 10    Michaelson asked you about the conversation between Mr. 

 11    Rajaratnam and Mr. Gupta on July 29, 2008? 

 12    A.  If you remind me which conversation that was. 

 13    Q.  Sure.  It's Government Exhibit 534-TR. 

 14    A.  About the bank or the insurance company? 

 15    Q.  Yes, sir. 

 16    A.  I recall it. 

 17    Q.  I would be happy to give you a transcript to look at.  I 

 18    will bring it up. 

 19    A.  I recall it. 

 20    Q.  So you don't have to dig around up there. 

 21    A.  Sure. 

 22             MR. DOWD:  I am placing before the witness Government 

 23    Exhibit 534-TR, which is in evidence. 

 24    Q.  Now, during that conversation, Mr. Gupta and Mr. Rajaratnam 

 25    talked about the fact that the Goldman board of directors had 
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  1    considered the possibility of buying a commercial bank? 

  2    A.  Yes. 

  3    Q.  You testified that this was a subject of the board of 

  4    directors meeting in June? 

  5    A.  It was included in topics that were discussed at that 

  6    meeting, yes. 

  7    Q.  And you recall what the discussion was that -- I think you 

  8    testified they talked about buying an insurance company and 

  9    also buying a bank? 

 10    A.  Yes.  It was a general survey of strategic paths that were 

 11    opened to the firm.  So it was meant to cover a number of 

 12    things, some of which had a remote possibility of getting done, 

 13    some of which might have had a greater possibility to get done, 

 14    but it was just a chance to share the thinking of management 

 15    with the board and have them reflect back their attitudes on 

 16    paths the company might take as a matter of strategy. 

 17    Q.  This was a significant discussion? 

 18    A.  In what sense do you mean that? 

 19    Q.  What? 

 20    A.  Do you mean did it occupy a lot of time? 

 21    Q.  No.  Was it significant?  Was it important? 

 22    A.  I think it's an important -- it's an important 

 23    conversation.  One of the important functions of a board is to 

 24    oversee the strategy of the firm so it's important in that 

 25    sense. 
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  1             MR. DOWD:  Your Honor, may I approach the witness? 

  2             THE COURT:  Yes. 

  3    Q.  Mr. Blankfein, I am going to hand you what is marked as 

  4    Defendant's Exhibit 4596 and ask you if you identify that? 

  5    A.  It's the minutes -- it's the adopted minutes of the meeting 

  6    in St. Petersburg that we were referring to, that June board 

  7    meeting. 

  8    Q.  This was the June board meeting you referred to in your 

  9    direct testimony? 

 10    A.  Yes. 

 11    Q.  This is the board meeting where the strategy review and the 

 12    discussion of whether the board should buy a commercial bank or 

 13    an insurance company? 

 14    A.  In which that came up, yes. 

 15    Q.  Sir, can you find for me in these minutes any mention of 

 16    those conversations you described in your direct testimony? 

 17    A.  I'm sorry.  I am looking for what reference? 

 18    Q.  A reference to the possibility of buying a commercial bank 

 19    or an insurance company. 

 20    A.  I bet it's about ten single-spaced pages. 

 21    Q.  Take your time and review it. 

 22             MR. DOWD:  While he is looking at it, I offer Defense 

 23    Exhibit 4596. 

 24             MR. MICHAELSON:  No objection. 

 25             THE COURT:  Admitted. 
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  1             (Defendant's Exhibit 4596 received in evidence) 

  2             MR. DOWD:  Your Honor, forgive me.  I forgot to hand 

  3    one up to you. 

  4    A.  OK.  Can you say the question again? 

  5    Q.  Yes, sir.  Do you see any reference or any minutes of the 

  6    board of directors meeting discussing the idea of buying a 

  7    commercial bank or an insurance company? 

  8    A.  Well, the only reference to it is on page A-5 of this 

  9    document, I guess. 

 10    Q.  Page A-5? 

 11    A.  0050. 

 12    Q.  Where would that be, sir? 

 13    A.  The first block paragraph.  First block paragraph, second 

 14    sentence. 

 15             The first sentence is, I called the meeting to order 

 16    which each of the directors in attendance.  Then it refers to 

 17    Mr. O'Neill who was the head of our strategy area.  So the 

 18    sentence says, "Mr. O'Neill was asked to lead a strategy 

 19    review, materials of which were distributed to the directors in 

 20    advance of the meeting." 

 21             That's the reference to it. 

 22    Q.  Would you turn to the transcript, Exhibit 534? 

 23    A.  I have that. 

 24    Q.  That's the July 29 call played for you during the direct 

 25    testimony, correct? 
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  1    A.  I'm sorry? 

  2    Q.  That was the call that was played for you during your 

  3    direct testimony.  Do you remember that? 

  4    A.  Yes. 

  5    Q.  Now, sir, if you take the transcript and look on page 2 -- 

  6             MR. DOWD:  Put up page 2. 

  7    Q.  -- Mr. Rajaratnam asked Mr. Gupta about this subject 

  8    because he was preparing for a meeting with Goldman's COO Gary 

  9    Cohn. 

 10             Who is Gary Cohn?  Tell the ladies and gentlemen of 

 11    the jury who Gary Cohn is. 

 12    A.  Gary Cohn at that time was one of two chief operating 

 13    officers of the firm, and his other title was co-president of 

 14    the firm.  So he was a very senior person. 

 15    Q.  He is on the board of directors? 

 16    A.  Yes, he is. 

 17    Q.  And he was on the board of directors at this time? 

 18    A.  Correct. 

 19    Q.  In 2008? 

 20    A.  Correct. 

 21    Q.  I'm sorry? 

 22    A.  Correct. 

 23    Q.  Just wait for my question.  The reporter can't get both of 

 24    us at the same time. 

 25    A.  I'm sorry. 
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  1    Q.  You're not aware that the government has suggested that Mr. 

  2    Cohn has done anything improper in this case? 

  3    A.  No. 

  4    Q.  Mr. Rajaratnam said during the July 29 call that he was 

  5    calling in order to prepare for a meeting he was scheduled to 

  6    have with Gary Cohn, correct? 

  7    A.  The highlighted portion:  "I called because I am meeting 

  8    with Gary Cohn on Thursday." 

  9    Q.  Right after that, Mr. Gupta and Mr. Rajaratnam discussed 

 10    the possibility that Goldman may acquire a commercial bank, 

 11    correct? 

 12             MR. MICHAELSON:  Your Honor, can we have a side bar? 

 13             THE COURT:  Let's hear another question. 

 14             Go ahead.  Continue. 

 15    A.  I didn't hear the question. 

 16    Q.  Right after that line you just read Mr. Gupta and Mr. 

 17    Rajaratnam discussed the possibility that Goldman may acquire a 

 18    commercial bank, right? 

 19    A.  Yes. 

 20    Q.  And you're aware, sir, are you not, that this possibility, 

 21    that is Goldman buying a commercial bank, had been discussed in 

 22    the press prior to this conversation between Mr. Gupta and Mr. 

 23    Rajaratnam? 

 24    A.  Yes. 

 25    Q.  Would you take a look at Defense Exhibit 4326, which is a 
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  1    Wall Street Journal article. 

  2    A.  I have it. 

  3    Q.  Do you recognize it, sir? 

  4    A.  I don't recognize it, but I see it now. 

  5    Q.  Surely you read the Wall Street Journal? 

  6    A.  Sometimes I do.  Often I do, but not always. 

  7    Q.  Am I right that this is an article of June 24, 2008? 

  8    A.  Yes. 

  9    Q.  It's entitled, "Time to put the banks and the Wall Street 

 10    dealers back to together." 

 11    A.  Yes. 

 12             MR. DOWD:  I offer Defense Exhibit 4326. 

 13             MR. MICHAELSON:  No objection. 

 14             THE COURT:  Admitted. 

 15             (Defendant's Exhibit 4326 received in evidence) 

 16    Q.  Mr. Blankfein, would you be kind enough to read the first 

 17    five paragraphs beginning with "in the carnage"? 

 18    A.  Sure.  "In the carnage of the Great Depression, Congress 

 19    hoped to safeguard small investors by separating stock touting 

 20    investment banks from deposit taking commercial ones. 

 21             "Now that it is clear that one small investment bank, 

 22    Bear Stearns, had the potential for ruining the financial 

 23    markets, the best way to protect the public may be the most 

 24    ironic one of all:  To push commercial and investment banks 

 25    ever closer together. 
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  1             "The hope would be to absorb the volatile side of 

  2    investment banks with more capital and stable deposit bases. 

  3    It is like burying a live bomb in a sandpit. 

  4             "Around Wall Street there is a rising, albeit 

  5    reluctant, acknowledgement that this may be the best path for 

  6    the likes of Merrill Lynch, Morgan Stanley, and maybe even 

  7    Goldman Sachs. 

  8             "Speculation has in recent weeks mounted that one of 

  9    the street's brokers may even buy a commercial bank.  Whether 

 10    true, the rumors speak to three deep changes underway." 

 11    Q.  Thank you, sir. 

 12             If I could ask you to look at Defense Exhibit 4330. 

 13    A.  I have it. 

 14             MR. DOWD:  Your Honor, this is an article dated July 

 15    11, 2008, of the Fayetteville Observer, North Carolina. 

 16             Your Honor, I would offer this exhibit, Defense 

 17    Exhibit 4330. 

 18             MR. MICHAELSON:  No objection. 

 19             THE COURT:  Admitted. 

 20             (Defendant's Exhibit 4330 received in evidence) 

 21    Q.  Mr. Blankfein, do you know a fellow named Steel?  He used 

 22    to be with Goldman Sachs? 

 23    A.  Yes. 

 24    Q.  Could you identify him and tell the jury who he is and 

 25    where he went after he -- he was at Goldman Sachs for many 
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  1    years, wasn't he? 

  2    A.  He was at Goldman Sachs for a long time, around 30 years I 

  3    think.  He was a vice chairman of the firm.  He left Goldman 

  4    Sachs and did a number of things, the most prominent of which, 

  5    right after Goldman Sachs he became Under Secretary of the 

  6    Treasury, and then after that tour he became CEO of Wachovia 

  7    Bank. 

  8    Q.  Was it during this time period when the markets were having 

  9    difficulty that Mr. Steel moved to take over Wachovia? 

 10    A.  I don't know exactly when he started, but during that 

 11    period in September he was then CEO of Wachovia.  I don't 

 12    recall the start date.  It wasn't much before that. 

 13    Q.  And if you look at page 2 of this article, which is Defense 

 14    Exhibit 4330.  And referring to Mr. Steel, it said, "Before 

 15    that he worked for 30 years on Wall Street, most of the time at 

 16    Goldman Sachs & Company, originally from Durham, has a 

 17    bachelor's degree from Duke." 

 18             Than skip a paragraph.  "Some analysts said Steel's 

 19    lack of retail experience is a sign that he was brought in to 

 20    sell Wachovia possibly to his former employers. 

 21             "Smith said rumors involving Goldman Sachs are just 

 22    silly." 

 23             Did I read that correctly, sir? 

 24    A.  I am reading along with you, yes. 

 25    Q.  Going back to the transcript, do you still have that in 
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  1    front of you? 

  2    A.  I will in a sec. 

  3    Q.  534? 

  4    A.  Yes, I do. 

  5    Q.  If you will turn to page 4? 

  6    A.  I have it. 

  7    Q.  Focus on line 23. 

  8    A.  OK. 

  9    Q.  Raj says:  "Right.  OK.  That was one that I wanted to 

 10    just, you know, see whether there was any thoughts on that. 

 11    But it gotta be a good discussion point.  I'm gonna start by 

 12    saying how do you see the future financial services firms, the 

 13    winners, right?" 

 14             Gupta:  "Yeah.  Yeah." 

 15             Raj:  "You know, (exhales) can they just fund for 

 16    short-term?  Commercial paper or do they need deposits and 

 17    insurance and things like that. 

 18             "Yeah. 

 19             "Because there are some values out there. 

 20             "Yeah. 

 21             "AIG and Wachovia and see what he, you know says. 

 22             "Yeah.  Yeah." 

 23             You understand that he is referring to a conversation 

 24    he is going to have with Mr. Cohn? 

 25    A.  That's how I understand it. 
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  1    Q.  Mr. Blankfein, do you have any knowledge at all that Mr. 

  2    Rajaratnam engaged in trading after this conversation, any 

  3    trading in Goldman Sachs? 

  4    A.  Other than what I have seen in -- other than what I know 

  5    from preparation for today, I wouldn't have, no. 

  6    Q.  Independent of your preparation? 

  7    A.  None. 

  8    Q.  Are you aware, sir, that Mr. Cohn visited Galleon on July 

  9    31? 

 10    A.  Only -- 

 11    Q.  And had a discussion with Mr. Rajaratnam? 

 12    A.  Only as a result of what I see here. 

 13    Q.  Did you and Mr. Cohn ever talk about his visit to Galleon 

 14    on July 31? 

 15    A.  No. 

 16    Q.  Do you have any idea what they talked about? 

 17    A.  No.  I mean, I have an idea because I know what Gary's job 

 18    would be with an important client like Mr. Rajaratnam, but I 

 19    don't know for sure what actually happened. 

 20    Q.  He wouldn't report back to you on business like that to 

 21    important clients? 

 22    A.  No.  I mean, it's possible, but it wouldn't be a normal 

 23    behavior. 

 24    Q.  You don't have any recollection? 

 25    A.  I have no recollection. 
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  1             MR. DOWD:  This would be a perfect time to break. 

  2             THE COURT:  All right. 

  3             MR. DOWD:  If that's all right with the Court. 

  4             THE COURT:  We will adjourn till 2:00. 

  5             (Jury exits courtroom) 

  6             THE COURT:  You may step down. 

  7             2:00. 

  8             (Luncheon recess) 
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  1                           AFTERNOON SESSION 

  2                               2:00 p.m. 

  3             (Jury present) 

  4    LLOYD BLANKFEIN, resumed. 

  5             THE COURT:  Mr. Dowd. 

  6             MR. DOWD:  Thank you, your Honor. 

  7    BY MR. DOWD: 

  8    Q.  Blankfein, good afternoon. 

  9    A.  Good afternoon. 

 10    Q.  Mr. Blankfein, are you aware of a program called the 

 11    Troubled Asset Relief Program? 

 12    A.  Yes. 

 13    Q.  Often known as TARP. 

 14             Do you recall that TARP was signed into law in early 

 15    October of 2008? 

 16    A.  Yes. 

 17    Q.  It was enacted in response to the financial crisis, some of 

 18    which you have described in your testimony today? 

 19    A.  Yes. 

 20    Q.  It's one of the government action programs that's sometimes 

 21    referred to as a bailout, but it's to enable the federal 

 22    government to take certain actions to stabilize financial 

 23    institutions during the crisis you have described during your 

 24    testimony? 

 25    A.  Yes. 
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  1    Q.  Am I right that it empowered the government to purchase or 

  2    insure so-called troubled assets, such as mortgaged back 

  3    securities which caused a lot of financial trouble at the time? 

  4    A.  Yes. 

  5    Q.  It also empowered the government to insure other financial 

  6    instruments the secretary of the treasury determined were 

  7    necessary to promote financial stability? 

  8    A.  Yes. 

  9    Q.  Is that a fair statement? 

 10             Am I right that on October 13, 2008, under the TARP 

 11    program, the federal government invested $10 billion in Goldman 

 12    Sachs? 

 13    A.  Yes. 

 14    Q.  Could you take a look at Defense Exhibit 4591 and tell me 

 15    if you can identify that? 

 16    A.  4591? 

 17    Q.  Yes, sir. 

 18             MR. DOWD:  May I give him a hand, your Honor? 

 19    A.  Yes.  Thank you. 

 20    Q.  It's not in this stack.  Let's work with the one on the 

 21    screen. 

 22             Can you identify the document on the screen? 

 23    A.  This is a Form 8-K for the Goldman Sachs Group.  It's a 

 24    regulatory filing. 

 25    Q.  This is filed with the Securities and Exchange Commission 
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  1    in Washington? 

  2    A.  Yes. 

  3    Q.  You referred, I think, in your direct testimony that before 

  4    one of the agencies that regulated you was the Securities and 

  5    Exchange Commission? 

  6    A.  Yes. 

  7    Q.  And when you became a bank holding company, you were also 

  8    regulated by the Federal Reserve.  Do you recall that? 

  9    A.  Yes. 

 10    Q.  I think your testimony was, and correct me if I am wrong, 

 11    that you became a bank holding company to try to bring some 

 12    certainty or stability to the investment community that Goldman 

 13    Sachs was OK and well protected? 

 14    A.  That was one of the reasons, yes. 

 15    Q.  Is that a fair statement? 

 16    A.  It's one of the reasons, yes. 

 17             MR. DOWD:  Your Honor, I offer Defense Exhibit 2591. 

 18             MR. MICHAELSON:  No objection. 

 19             THE COURT:  Admitted. 

 20             (Defendant's Exhibit 2591 received in evidence) 

 21             MR. DOWD:  If you could highlight for Mr. Blankfein 

 22    page 0004. 

 23    Q.  I can refer you, sir, to item 8.01, other events. 

 24             Would you kindly read the first paragraph for the 

 25    ladies and gentlemen of the jury? 
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  1    A.  "On October 13, 2008, the Goldman Sachs Group, Inc. (the 

  2    Company) agreed to participate in the U.S. Treasury's TARP 

  3    capital purchase program.  The company has agreed to issue and 

  4    sell to the U.S. Treasury preferred stocks and warrants to 

  5    purchase shares of common stock of the company in accordance 

  6    with the terms of the capital purchase program for an aggregate 

  7    purchase price of $10 billion.  The U.S. Treasury's term sheet 

  8    describing the capital purchase program is available on the 

  9    U.S. Treasury's Web site at UStreasury.gov." 

 10    Q.  Goldman Sachs was not the only firm to get money under 

 11    TARP, was it? 

 12    A.  Correct. 

 13    Q.  A number of the country's largest financial institutions 

 14    received billions of dollars on the TARP, correct? 

 15    A.  Yes. 

 16    Q.  That was something that generally was good for the 

 17    financial industry to give people some renewed confidence in 

 18    it? 

 19    A.  Yes. 

 20    Q.  If we could go back, and I will try to get it to you. 

 21             Do you remember the Goldman P&L you looked at, Exhibit 

 22    3015-A?  Do you have that over there?  It might be in the other 

 23    stack. 

 24    A.  The government exhibits? 

 25             MR. DOWD:  I think that's in evidence, your Honor. 
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  1    A.  I have Government 3015-C. 

  2             MR. MICHAELSON:  That's correct. 

  3    Q.  3015-A? 

  4    A.  3015-C is what I am looking at. 

  5    Q.  I'm sorry, sir? 

  6    A.  Is that the same thing 3015-C. 

  7             MR. MICHAELSON:  I believe it's 3015-C in evidence. 

  8    Q.  That will work.  3015-C will work. 

  9    A.  OK. 

 10    Q.  This is a profit and loss chart for Goldman for October 17, 

 11    2008? 

 12    A.  Yes. 

 13    Q.  I think you told Mr. Michaelson that the diluted earnings 

 14    per share for the quarter was down at $1.96, is that correct? 

 15    A.  For the quarter up through that date, yes. 

 16    Q.  That's the first time that Goldman had ever taken a hit 

 17    like that, is that correct? 

 18    A.  That quarter was the first losing quarter we had. 

 19    Q.  Did I hear you right that you're about mid-quarter at about 

 20    a month ago or a little more than a month ago? 

 21    A.  The quarter started in September, the beginning of 

 22    September, and ended the end of November.  So mid-October would 

 23    be about the halfway point.  Actually, this was eight weeks 

 24    into a 13 week quarter I think. 

 25    Q.  So you still had a way to go, correct? 
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  1    A.  Correct. 

  2    Q.  And you recall that Mr. Michaelson showed you the posting 

  3    call on October 23.  Do you recall that? 

  4    A.  On October 23? 

  5    Q.  Yes.  There was a posting call you had with members of the 

  6    board? 

  7             Let me show it to you just to help you out. 

  8             MR. DOWD:  Your Honor, I am showing him Government 

  9    Exhibit 3017.  It's in evidence. 

 10    Q.  Do you recall that? 

 11    A.  Yes. 

 12    Q.  Do you recall that you thought it was your general practice 

 13    to advise the members of the board of the P&L and any 

 14    significant events in that meeting, do you recall that? 

 15    A.  Yes. 

 16    Q.  Now, focusing on October 23, I would like to show you 

 17    Defense Exhibit 2811.  Have you got that up there, sir? 

 18    A.  I'm sorry? 

 19    Q.  Defense Exhibit 2811, the Wall Street Journal article. 

 20    A.  I have it on the screen here. 

 21    Q.  All right. 

 22             MR. DOWD:  Your Honor, this is a Wall Street Journal 

 23    article, dated October 23, 2008.  I would offer it as Defense 

 24    Exhibit 2811. 

 25             MR. MICHAELSON:  No objection. 
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  1             THE COURT:  Admitted. 

  2             (Defendant's Exhibit 2811 received in evidence) 

  3    Q.  Do you remember seeing this article, sir? 

  4    A.  I don't recall. 

  5    Q.  But the headline is, "Goldman to cut 10 percent of jobs as 

  6    downsizing wave grows." 

  7             "Goldman Sachs Group is preparing to cut about 10 

  8    percent of its 32,500 employees, according to people familiar 

  9    with the matter, a sign of deepening job losses on Wall 

 10    Street." 

 11             Is that accurate, sir? 

 12    A.  I can't say what we were prepared to do, but in several 

 13    waves after this we cut about that much over the next several 

 14    months.  I don't know whether we evolved that thought then. 

 15    Q.  Do you have any idea of what that would cost you? 

 16             I take it you would give people severance, is that 

 17    right? 

 18    A.  Of course. 

 19    Q.  Do you have any idea what a 10 percent cut in your work 

 20    force would cost? 

 21    A.  No. 

 22    Q.  It would be in the hundreds of millions? 

 23    A.  I'm not sure.  That sounds high. 

 24    Q.  Are you familiar with the investment that Goldman Sachs has 

 25    in the Industrial and Commercial Bank of China? 
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  1    A.  I am. 

  2    Q.  Is that a substantial investment? 

  3    A.  It's several billion dollars, yes, substantial. 

  4    Q.  That investment you had in the Industrial and Commercial 

  5    Bank of China was a matter of public record, right? 

  6    A.  Yes. 

  7    Q.  Industrial and Commercial Bank of China is a publicly 

  8    traded company, correct? 

  9    A.  Yes, it is.  ICBC is a publicly traded company. 

 10    Q.  The share price at any given time is public information? 

 11    A.  Yes. 

 12    Q.  So you can tell if its share price has gone up or down 

 13    based on the public information, right? 

 14    A.  Yes. 

 15    Q.  I am correct, am I not, that Goldman reported its ICBC 

 16    holding publicly to its investors? 

 17    A.  Yes. 

 18    Q.  Would you kindly look at Defense Exhibit 2735? 

 19             MR. DOWD:  Your Honor, may I approach? 

 20             THE COURT:  Yes. 

 21    Q.  Mr. Blankfein, I am going to show you what is marked as 

 22    Defense Exhibit 2735, and if you just take a minute to look at 

 23    the cover page and tell the judge whether you recognize it and 

 24    generally what it is. 

 25    A.  Yes.  This is the quarterly -- this is a quarterly, again, 

                      SOUTHERN DISTRICT REPORTERS, P.C. 

                                (212) 805-0300 



                                                                   1805 

 

  1    another securities filing. 

  2    Q.  It's known as a 10-Q? 

  3    A.  10-Q, quarterly filing. 

  4    Q.  For the Goldman Sachs Group? 

  5    A.  Yes, for the quarter ending August -- the end of August 

  6    2008. 

  7             MR. DOWD:  Your Honor, I offer Defense Exhibit 2735. 

  8             MR. MICHAELSON:  No objection. 

  9             THE COURT:  Admitted. 

 10             (Defendant's Exhibit 2735 received in evidence) 

 11             MR. DOWD:  Could we highlight for Mr. Blankfein page 

 12    071 of this document? 

 13             Your Honor, do you mind if I stay up here and he can 

 14    look at my page 2 if he can't read the screen? 

 15             THE COURT:  All right. 

 16             Joe, where it says "financial instruments by 

 17    category," just yellow that in. 

 18             Over on the left, you see where it says ICBC, and then 

 19    come across from left to right and highlight and yellow that 

 20    for Mr. Blankfein. 

 21    Q.  Do you recognize that, sir? 

 22    A.  I do. 

 23    Q.  What do those figures mean, the 7.137? 

 24    A.  That these are investments that are held on our balance 

 25    sheet. 
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  1    Q.  Is this a significant public principal investment? 

  2    A.  For us it was, yes. 

  3    Q.  What does that mean, sir? 

  4    A.  That means ICBC, which was a Chinese bank, went public. 

  5    It's a client of ours.  We agreed at their request to make an 

  6    investment in them, which aligned our interest.  They are also 

  7    a financial services firm.  They are a bank in China.  And we 

  8    made an investment in them, which had the consequence of giving 

  9    us an economic stake in the company, and therefore making us 

 10    care very, very much about how well that company performed.  So 

 11    we served the interests of that company and advised it.  I 

 12    think there was a Goldman Sachs employee for a while that was 

 13    on the board of that company.  So we made our companies closer 

 14    together by our making an investment in them. 

 15    Q.  That 7.137, that's billion? 

 16    A.  That's billion, yes. 

 17    Q.  And that's the size of your position as of August 2008? 

 18    A.  To be honest, we had a sizable position; it was in the 

 19    billions.  The way the accounting rules work, they require us 

 20    to put positions on even if we don't have the whole economic 

 21    risk.  The point is we had a substantial position in that.  I'm 

 22    not sure if the economic position was $7 billion.  I just can't 

 23    tell you from looking at this. 

 24             MR. DOWD:  Go to the next page, Joe, and highlight the 

 25    bottom paragraph and blow it up.  Even further down where it's 
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  1    all marked. 

  2    Q.  I don't know if you can read that, Mr. Blankfein.  Can you 

  3    read that? 

  4    A.  I can read it. 

  5    Q.  Would you kindly read that to the ladies and gentlemen of 

  6    the jury? 

  7    A.  "Our most significant public principal investment is our 

  8    investment in the ordinary shares of ICBC.  Our investment in 

  9    ICBC is valued using the quoted market prices adjusted for 

 10    transfer restrictions.  The ordinary shares acquired from ICBC 

 11    are subject to transfer restrictions that, among other things, 

 12    prohibit any sale, disposition or other transfer until April 

 13    28, 2009.  From April 28, 2009 to October 20, 2009, we may 

 14    transfer up to 50 percent of the aggregate ordinary shares of 

 15    ICBC that we owned.  As of October 28, 2009, we may transfer 

 16    the remaining shares after October 20, 2009.  A portion of our 

 17    interest is held by investment funds managed by Goldman Sachs." 

 18             That's what I was referring to before. 

 19    Q.  Am I right that what this means is at least during 2008, 

 20    you couldn't sell this position? 

 21    A.  Correct. 

 22    Q.  And again, I don't mean to be repetitious, but all of this 

 23    is right on the public record, that's the 10-Q, the public is 

 24    aware of what your position is? 

 25    A.  Yes. 
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  1    Q.  Correct? 

  2    A.  Correct. 

  3    Q.  Now, I want to show you Defense Exhibit 2750.  I will put 

  4    that up on the screen and ask if you can identify it, sir? 

  5    A.  I think 1398 HK is the ICBC -- I am guessing it's the ICBC 

  6    share price.  I am not sure whether that's in U.S. dollars or 

  7    Hong Kong dollars. 

  8    Q.  All right, sir. 

  9             MR. DOWD:  Your Honor, I offer Defense Exhibit 2750. 

 10             MR. MICHAELSON:  No objection. 

 11             THE COURT:  Admitted. 

 12             (Defendant's Exhibit 2750 received in evidence) 

 13    Q.  Mr. Blankfein, I am going to have -- I will bring it up to 

 14    you. 

 15             MR. DOWD:  I will have Joe flip to the next page. 

 16             Joe, would you highlight October 23 and go across? 

 17    Q.  And the value of your shares on October 23, sir? 

 18    A.  Is 3.336. 

 19    Q.  Am I right -- I meant to point out something with an 

 20    earlier exhibit. 

 21             MR. DOWD:  May I have just one second, your Honor? 

 22             Joe, put up page 05, and I will show this to 

 23    Mr. Blankfein. 

 24    Q.  So we had the position as of October 23, and the value of 

 25    the shares as of 8/29 was what, sir? 
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  1    A.  5.308. 

  2    Q.  So it declined from 5.308 to 3.336 as of October 23, 

  3    correct? 

  4    A.  I don't have that up there. 

  5             MR. DOWD:  Joe, could you go back to 02 so he could 

  6    see it? 

  7    Q.  Here it is right here, sir. 

  8    A.  Yes.  3.336. 

  9    Q.  Am I right that there was a decline in the shares of ICBC 

 10    from August 29 to October 23 of about 37 percent? 

 11    A.  Ballpark. 

 12    Q.  I'm sorry? 

 13    A.  I am not that good in my head but it looks like a third. 

 14    Q.  Going back to your P&L that you talked about, how would 

 15    this impact your earnings per share as of October 23? 

 16    A.  It would be -- obviously, ICBC is an investment of ours. 

 17    If it goes down, we would market to market, and we would have a 

 18    loss in that investment. 

 19    Q.  Are you aware that that ICBC actually announced its own 

 20    earnings on the morning of October 24, 2008? 

 21             MR. DOWD:  Your Honor, may I approach? 

 22             THE COURT:  Yes. 

 23    Q.  Let me show the witness Defense Exhibit 4592, and have you 

 24    take a look at that, sir. 

 25             Just tell the judge briefly what it is. 

                      SOUTHERN DISTRICT REPORTERS, P.C. 

                                (212) 805-0300 



                                                                   1810 

 

  1    A.  It's a Bloomberg article describing ICBC's 

  2    P&L -- announcement of its results saying that it posted the 

  3    smallest profit increase since going public, is the highlighted 

  4    portion. 

  5    Q.  The date of this document is the 24th? 

  6    A.  Yes. 

  7    Q.  October 24? 

  8    A.  Yes.  Well, I don't know the date of the document, but the 

  9    byline of the story is dated October 24. 

 10    Q.  This is a Bloomberg report? 

 11    A.  Correct. 

 12             MR. DOWD:  I offer Defense Exhibit 4592, and we can 

 13    publish it to the jury. 

 14             MR. MICHAELSON:  No objection. 

 15             THE COURT:  Admitted. 

 16             (Defendant's Exhibit 4592 received in evidence) 

 17    Q.  October 24.  I will read it.  "Industrial and Commercial 

 18    Bank of China, Ltd., the world's largest bank by market value, 

 19    posted the smallest profit increase since going public two 

 20    years ago on weaker corporate demand for loans and other 

 21    financial services." 

 22    Q.  You're also aware, sir, that your own share price declined 

 23    October 23, correct? 

 24    A.  I wouldn't know that offhand.  I am not looking at anything 

 25    that tells me that.  The answer if I am aware of it, I'm not, 

                      SOUTHERN DISTRICT REPORTERS, P.C. 

                                (212) 805-0300 



                                                                   1811 

 

  1    but it's easy to look up. 

  2    Q.  Let me just recap if I may. 

  3    A.  Sure. 

  4    Q.  On October 23, there is at least a public announcement in 

  5    the Wall Street Journal that 10 percent of the work force is 

  6    going to be cut? 

  7    A.  OK. 

  8    Q.  Of Goldman, correct? 

  9    A.  Yes. 

 10    Q.  Your 10-Q shows that you had a $7 billion investment in 

 11    ICBC, correct? 

 12    A.  I just want -- I don't want to quibble, but we had a total 

 13    of $7 billion on our balance sheet, some of which was in 

 14    Goldman Sachs funds that were managed for other people.  We had 

 15    a substantial investment in the company.  It was a smaller 

 16    amount than that, but still quite substantial. 

 17    Q.  Thank you, sir. 

 18             Between August 29 and October 23, we saw approximately 

 19    a 37 percent decline in the value of that position? 

 20    A.  Correct. 

 21    Q.  And that was public? 

 22    A.  Yes. 

 23    Q.  Mr. Blankfein, thank you very much. 

 24             MR. DOWD:  I have no further questions. 

 25             THE COURT:  Any redirect? 

                      SOUTHERN DISTRICT REPORTERS, P.C. 

                                (212) 805-0300 



                                                                   1812 

 

  1             MR. MICHAELSON:  Yes, there is, your Honor. 

  2    REDIRECT EXAMINATION 

  3    BY MR. MICHAELSON: 

  4             MR. MICHAELSON:  Ms. Kuntz, would you mind displaying 

  5    Government Exhibit 534-TR. 

  6    Q.  Mr. Blankfein, do you recall listening to this call played 

  7    earlier between Rajat Gupta and Mr. Rajaratnam? 

  8    A.  This is the strategy? 

  9    Q.  Yes. 

 10    A.  Yes. 

 11    Q.  What is the date on it? 

 12    A.  The date on it is July 29, 2008. 

 13    Q.  Prior to this call, had the Goldman Sachs board of 

 14    directors held a strategic discussion about whether to buy a 

 15    commercial bank or an insurance company? 

 16    A.  We held a strategic discussion that included that element 

 17    in the overall discussion of our strategy. 

 18             MR. MICHAELSON:  Can you please display Defense 

 19    Exhibit 4596? 

 20    Q.  This document in evidence is the minutes of the board 

 21    meeting that you were describing? 

 22    A.  Correct. 

 23    Q.  Can we go to page 5, which includes the paragraph that you 

 24    found when you reviewed this document? 

 25             Mr. Blankfein, can you read the top paragraph? 
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  1    A.  "Mr. Blankfein called the meeting to order with each of the 

  2    directors and Messrs. Evans, Sherwood, Rogers, Palm, Viniar and 

  3    O'Neill in attendance.  Mr. O'Neill was asked to lead a 

  4    strategy review, materials for which were distributed to the 

  5    directors in advance of the meeting.  A discussion followed." 

  6             (Continued on next page) 
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  1    Q.  What is the strategy review? 

  2    A.  Strategy review was the section of the board meeting in 

  3    which we did a review of our strategy for the benefit of the 

  4    board. 

  5    Q.  And it says that materials were distributed to the 

  6    directors.  Did you receive those materials? 

  7    A.  I'm sure I did at the board meeting. 

  8    Q.  Were the materials discussed at the board meeting? 

  9    A.  Yes. 

 10    Q.  Did these materials relate to the strategic discussion? 

 11    A.  Yes. 

 12    Q.  Did they relate to the discussion about whether Goldman 

 13    might go in a direction of buying a commercial bank or an 

 14    insurance company? 

 15             MR. DOWD:  I'm going to object.  Leading. 

 16             THE COURT:  Rephrase the question. 

 17    Q.  If you could, Mr. Blankfein, what did the materials relate 

 18    to that were distributed? 

 19    A.  Discussion of possible paths of our strategy, including 

 20    what we might go doing in emerging markets, whether or not we 

 21    were going to grow our asset management business, and would 

 22    certainly have included, in connection with any potential 

 23    mergers and acquisitions, whether it would be a good strategy 

 24    to acquire or otherwise merge into a commercial bank or an 

 25    insurance company or something like that. 

                      SOUTHERN DISTRICT REPORTERS, P.C. 

                                (212) 805-0300 



                                                                   1815 

       13n9raj5                 Blankfein - redirect 

  1    Q.  What, in general, do minutes, board minutes like this 

  2    reflect? 

  3    A.  Minutes are intended to be a summary of the topics that 

  4    were discussed at the meeting. 

  5    Q.  Do minutes generally contain everything that was discussed 

  6    at the board meeting? 

  7    A.  No. 

  8    Q.  Are they a transcript of the board meeting? 

  9    A.  No. 

 10    Q.  Could you go back to the call, Government Exhibit 524. 

 11             There is a reference in this call to a Mr. Gary Cohn. 

 12    Do you recall that? 

 13    A.  Yes. 

 14    Q.  Who is Gary Cohn? 

 15    A.  Gary Cohn was one of the two presidents and chief operating 

 16    officers.  So the second position in Goldman Sachs. 

 17    Q.  And was he on the board of directors at this time? 

 18    A.  Yes. 

 19    Q.  And you began to testify that you had an idea of what 

 20    Cohn's job entailed with respect to communications with 

 21    clients. 

 22             Do you recall that? 

 23    A.  Do I recall saying it, yes. 

 24    Q.  What did you mean by that? 

 25    A.  I mean as -- as one of the senior most people in Goldman 
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  1    Sachs he would have, as part of his job function, a 

  2    responsibility of staying in close contact and being a good 

  3    service provider to important clients. 

  4             We wouldn't -- the number of senior people in Goldman 

  5    Sachs and different people would have different expertise or 

  6    different groups of clients that they would be responsible for. 

  7    Q.  What sorts of things would someone -- does your job entail 

  8    some of that as well? 

  9    A.  A lot of that, yes. 

 10    Q.  When you're talking to clients, what generally do you talk 

 11    about? 

 12    A.  We generally talk about markets.  We generally talk about 

 13    their business.  We talk about how we have been doing for them, 

 14    how well have we been serving them, what can we do better, what 

 15    our clients' plans are. 

 16             Again, we're in the business of offering advice and 

 17    selling advisory services.  So we try to ask them what their 

 18    strategies are, all with a view to what more can we do for 

 19    them, how can we be of service. 

 20    Q.  What do you tell clients with respect to the board's 

 21    strategic discussions? 

 22    A.  I don't usually refer to it. 

 23             I could be asked by a client about what I think we 

 24    should do strategically as the CEO -- I'm also management.  So 

 25    I could tell them what I think about strategy. 
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  1             I wouldn't talk about necessarily what happened in a 

  2    board meeting, what this board member or that board member 

  3    said.  It wouldn't come up. 

  4    Q.  Are you authorized to talk about that with clients in a way 

  5    that board members are not? 

  6    A.  I think I'm -- again, I'm a board member but I'm also 

  7    management.  So I think when I'm talking like that I'm not 

  8    talking as a board member.  I'm talking about the chief 

  9    executive officer who is responsible for implementing the 

 10    strategy.  So it's a different -- I think it's a different 

 11    thing in my case. 

 12    Q.  Was Mr. Rajat Gupta, he was a board member, right? 

 13    A.  Correct. 

 14    Q.  Was he a member of Goldman Sachs management? 

 15    A.  No.  He was an independent director. 

 16    Q.  So was he authorized to talk to Goldman clients about 

 17    Goldman Sachs' board strategic discussions? 

 18    A.  No. 

 19    Q.  Was he authorized to talk about Goldman's P&L? 

 20    A.  No. 

 21             MR. MICHAELSON:  Pull up Defense Exhibit -- 

 22             THE WITNESS:  He might have talked about the P&L -- I 

 23    just want to be careful here.  He was not authorized to talk 

 24    about what he learned in and as a result of the board meeting. 

 25    If after the P&L is announced, somebody could say how about 
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  1    that P&L of Goldman Sachs; and he could talk about the P&L of 

  2    Goldman Sachs, but not what he learns as a board member. 

  3    Q.  How about in October of 2008, that's about the middle of 

  4    the quarter? 

  5    A.  Say it again. 

  6    Q.  October of 2008.  You testified that was the middle of your 

  7    quarter? 

  8    A.  It says on the top there, I see it says week three of four 

  9    or five, which means that we had the month before -- there's 13 

 10    weeks in a quarter.  It would have been about the 8th week of 

 11    13 weeks. 

 12    Q.  Goldman's quarter to date P&L in October of 2008, was that 

 13    something that Rajat Gupta could discuss with Goldman clients? 

 14    A.  No. 

 15             MR. MICHAELSON:  Call up Defense Exhibit 4326, please. 

 16    Q.  And go about five paragraphs down, the paragraph that 

 17    begins with speculation. 

 18    A.  What am I looking at?  I don't have the piece of paper.  I 

 19    just see the excerpt. 

 20             MR. MICHAELSON:  If you wouldn't mind zooming out so 

 21    he can see what he's looking at. 

 22    Q.  What is this document? 

 23    A.  This is the article on -- this is putting commercial 

 24    banks -- investment banks together.  I got it. 

 25    Q.  What's the date of the article? 

                      SOUTHERN DISTRICT REPORTERS, P.C. 

                                (212) 805-0300 



                                                                   1819 

       13n9raj5                 Blankfein - redirect 

  1    A.  June 24, 2008. 

  2             MR. MICHAELSON:  Now if we can zoom out and then back 

  3    in on the paragraph beginning with speculation? 

  4    Q.  Can you read that. 

  5    A.  "Speculation has in recent weeks mounted that one of the 

  6    street's brokers may even buy a commercial bank.  Whether true, 

  7    the rumors speak to three deep changes underway." 

  8    Q.  What is the difference between speculation about mergers 

  9    and acquisitions and board discussions about mergers and 

 10    acquisitions? 

 11    A.  Speculation is people trying to guess what a company will 

 12    do.  The board knows what the company is going to do. 

 13    Q.  Do you recall being asked a few questions about -- by 

 14    Mr. Dowd about a period of time when Mr. Gupta wanted to leave 

 15    Goldman Sachs' board of directors? 

 16    A.  Yes. 

 17    Q.  And what did you tell him? 

 18    A.  When he wanted to leave? 

 19             At first, we were prepared to have him leave.  And as 

 20    it got -- as the -- as we started to get to that very volatile 

 21    period, it, you know, it started to look pretty disadvantageous 

 22    to have that kind of an upset in the board of directors.  So we 

 23    asked him to stay, and he agreed to stay. 

 24    Q.  Do you recall about when those events took place? 

 25    A.  Which events? 
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  1    Q.  The conversations that you had with Mr. Gupta about his 

  2    leaving the board. 

  3    A.  Not exactly, but I'm guessing it would have been sometime 

  4    September-ish. 

  5    Q.  September of 2008? 

  6    A.  Correct. 

  7    Q.  And earlier we looked at the transcript of the 

  8    conversation, recorded conversation between Raj Rajaratnam and 

  9    Rajat Gupta of the date of July of 2008. 

 10             Do you recall that? 

 11    A.  Yes. 

 12    Q.  When you were talking with Mr. Gupta about him staying on 

 13    the board, what did you know about the recorded conversation 

 14    that we heard today? 

 15    A.  Nothing. 

 16    Q.  What did you know about Mr. Rajat Gupta's conversations 

 17    with Raj Rajaratnam? 

 18    A.  Nothing. 

 19             MR. MICHAELSON:  Can we please call up Government 

 20    Exhibit 3004 in evidence. 

 21    Q.  Is this the press release about Goldman Sachs' deal with 

 22    Warren Buffett and Berkshire Hathaway? 

 23    A.  Yes. 

 24    Q.  What's the date on this? 

 25    A.  September 23, 2008. 
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  1    Q.  How much money did Mr. Buffett put into Goldman Sachs? 

  2    A.  $5 billion. 

  3    Q.  And, again, who is Mr. Buffett? 

  4    A.  Mr. Buffett is chairman and CEO of Berkshire Hathaway and 

  5    famous for being an astute and successful investor. 

  6    Q.  What was the significance of this investment? 

  7    A.  The significance was, of course, the investment itself, 

  8    which was $5 billion, which is a lot of money.  And secondly, 

  9    it represented an endorsement from somebody who was regarded as 

 10    a wise investor who usually does well.  So we got the 

 11    endorsement -- in other words, his endorsement that our company 

 12    was in good shape. 

 13    Q.  Do you recall that Mr. Dowd asked you a few questions about 

 14    the legislation called TARP? 

 15    A.  Yes. 

 16    Q.  And was that passed by Congress on September 23? 

 17    A.  No. 

 18    Q.  Do you recall what the status of TARP was as of the date of 

 19    the Berkshire announcement by Goldman Sachs? 

 20    A.  I know it was -- there was -- I really don't.  I know it 

 21    was passed on October 2.  So in the lead up to that period 

 22    there were discussions about it.  So I'm guessing that there 

 23    was some conversations about it, about this time, because it 

 24    wasn't passed instantly. 

 25    Q.  What effect, if any, did TARP have on Goldman's decision to 
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  1    do the Berkshire investment? 

  2    A.  None.  Nothing. 

  3    Q.  Now, I believe you testified that the Berkshire investment 

  4    involved a receipt of cash from Mr. Buffett in exchange for 

  5    stock and warrants? 

  6    A.  Yes. 

  7    Q.  Is that comparable to what TARP ended up being in some 

  8    respect? 

  9    A.  Yes.  In fact, TARP was a bigger amount on much more 

 10    favorable terms.  In other words, the government didn't charge 

 11    nearly as much as Warren Buffett did. 

 12    Q.  So if TARP had happened first, would Goldman have done the 

 13    Berkshire deal? 

 14    A.  Probably not. 

 15    Q.  If passing TARP was imminent on September 23, does Goldman 

 16    do the Buffett deal? 

 17    A.  Probably not. 

 18             And originally the TARP wasn't injection of capital. 

 19    It was to buy distressed assets.  So the answer -- if we knew 

 20    that the government was going to turn around and put money into 

 21    banks, we probably would have -- there would have been less of 

 22    an incentive in going out and finding an investor to do the 

 23    same thing at a much higher price.  In other words, we weren't 

 24    waiting for or expecting the government to do that. 

 25    Q.  Understood. 
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  1             MR. MICHAELSON:  If we can take a look at Government 

  2    Exhibit 3015C.  If we can highlight the quarter to date 

  3    earnings per share at the bottom there. 

  4    Q.  What does this figure represent? 

  5    A.  That's the 1.96 loss per share through that date of that 

  6    report for the quarter. 

  7    Q.  Mr. Dowd asked you a few questions about layoffs that 

  8    Goldman may have been doing at the time.  Had Goldman publicly 

  9    announced anything about its layoffs? 

 10    A.  I don't think so. 

 11    Q.  What impact, if any, did any layoffs that were happening at 

 12    the time have on this figure, the quarter to date loss of 1.96? 

 13    A.  Nothing. 

 14    Q.  Do you recall Mr. Dowd asking a few questions about ICBC? 

 15    A.  Yes. 

 16    Q.  Again, what is ICBC? 

 17    A.  ICBC is the largest commercial bank in China. 

 18    Q.  And I guess you testified that Goldman had an investment in 

 19    ICBC? 

 20    A.  Yes. 

 21    Q.  Was that Goldman Sachs' only investment? 

 22    A.  No.  No.  We had other investments. 

 23    Q.  And aside from the investments that Goldman had, did 

 24    Goldman Sachs also have other types of businesses that 

 25    contributed to its quarterly P&L? 
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  1    A.  Yes. 

  2             MR. MICHAELSON:  Could we call up Defense Exhibit 

  3    2735.  And let's go to page 71.  Blow up that table there in 

  4    the middle.  You can just leave it right there is fine. 

  5    Q.  So, the first row says cash trading instruments. 

  6             Do you know what that includes? 

  7    A.  It would be inventories of securities. 

  8    Q.  And what's the total figure there? 

  9    A.  The fair value -- $252 billion. 

 10    Q.  Go down to the row that starts with total.  What's the 

 11    total figure there of financial instruments owned as of August, 

 12    2008? 

 13    A.  400 billion. 

 14    Q.  400 billion; is that correct? 

 15    A.  Yes. 

 16    Q.  And what's the number there for ICBC? 

 17    A.  ICBC is there -- is on our balance sheet, $7 billion worth 

 18    is on our balance sheet. 

 19    Q.  About what percentage or fraction of Goldman Sachs' balance 

 20    sheet is ICBC? 

 21    A.  Of that -- well it's a little less than two percent of the 

 22    four hundred, I see.  But our total balance sheet at this time 

 23    is over -- we're a large bank.  All the assets on our balance 

 24    sheet was at this period something -- was I'm sure over a 

 25    trillion dollars or around a trillion dollars, so a thousand 
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  1    billion. 

  2    Q.  So, this figure here of 7 billion for ICBC, I believe you 

  3    started to testify that doesn't necessarily reflect Goldman 

  4    Sachs' exposure to ICBC; is that right? 

  5    A.  I'm just saying -- it's ascertainable.  I just don't have 

  6    it offhand. 

  7             We had a substantial position.  It was a lot of this. 

  8    But in the interest of being correct, some of the position 

  9    would have been held in funds which were not entirely the 

 10    economic loss of Goldman Sachs.  Because we also managed some 

 11    money for other people through funds. 

 12             But it was -- I think a prior document said it was the 

 13    single biggest investment that we had.  So it's a big 

 14    investment for us. 

 15    Q.  But it wasn't necessarily $7 billion, was it? 

 16    A.  Correct. 

 17    Q.  What does this document, this public document tell you with 

 18    respect to the size of Goldman Sachs' investment in ICBC as of 

 19    this time? 

 20    A.  I don't think this document by itself would tell you 

 21    exactly what our economic risk is with respect to that 

 22    investment.  But, I think there may be other things out there 

 23    that would tell you that. 

 24    Q.  And was Goldman Sachs' P&L, at least to some degree, 

 25    affected by changes in ICBC stock price? 
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  1    A.  Yes. 

  2    Q.  So, can you tell what Goldman's quarter to date P&L is by 

  3    looking at ICBC stock price? 

  4    A.  You can't -- there's a lot of things going on.  But, the 

  5    ICBC -- if ICBC was going -- if the ICBC stock price was down, 

  6    it would have a negative effect on our P&L.  How much -- but 

  7    there's thousands of other things that are happening at the 

  8    same time.  So I can't tell you what our P&L is.  But all other 

  9    things equal, if ICBC stock goes up, our P&L will be higher; if 

 10    ICBC goes down, our P&L will be lower. 

 11    Q.  There are thousands of other things going on there.  What 

 12    are some of the other things? 

 13    A.  Other investments.  We have ongoing businesses all the time 

 14    that involve us making markets with -- when we make a market, 

 15    sell somebody something, we can't always hedge it.  So we 

 16    always have risk positions. 

 17             We're in the business of -- one of our core businesses 

 18    is taking on other people's risks so they can do their business 

 19    and then managing those risks.  We're not always successful in 

 20    getting out of risks.  Like an insurance company manages its 

 21    risks.  We're also managing those risks.  We have a variety of 

 22    positions. 

 23             In addition, we lend money to companies and sometimes 

 24    invest equity in companies.  And those loans and those 

 25    investments in companies, which companies need to drive their 
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  1    own businesses, fluctuate with market movements.  So they 

  2    become part of our P&L everyday.  So those are the things. 

  3    Q.  So, if the ICBC part of Goldman Sachs is -- let me start 

  4    over. 

  5             If the value of Goldman's investment in ICBC is going 

  6    down, there could be other parts of Goldman's businesses that 

  7    are going up? 

  8    A.  Yes. 

  9    Q.  So, it's possible that Goldman could be losing money in 

 10    ICBC but making money overall? 

 11    A.  For sure. 

 12    Q.  And is it also possible that Goldman could be making money 

 13    in ICBC but losing money overall? 

 14    A.  Yes. 

 15             MR. MICHAELSON:  No further questions, your Honor. 

 16             MR. DOWD:  Nothing further, Your Honor.  Thank you, 

 17    your Honor. 

 18             THE COURT:  You may step down. 

 19             THE WITNESS:  Thank you. 

 20             (Witness excused) 

 21             THE COURT:  Mr. Streeter, would the government please 

 22    call its next witness. 

 23             MR. STREETER:  Yes.  The government calls Owen 

 24    O'Keeffe. 

 25             (Continued on next page) 

                      SOUTHERN DISTRICT REPORTERS, P.C. 

                                (212) 805-0300 



 


