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PREFACE

______________

WHEN YOU DECIDED TO PICK UP this book, chances are the one thing you knew about me was that I’m a convicted felon.

In America, we’re careful to repeat the adage that someone charged with a crime is innocent until proven guilty. But let’s be honest. Let’s be frank. This is you and me talking here. Most of the time, when someone is indicted and brought to trial for a financial crime, we assume that he (or she, but usually he) is likely to have done something wrong. And if that defendant is found guilty by a jury of his peers? Then the assumption becomes an accepted fact. The jury heard all the facts and made an educated pronouncement. The system worked.

Or did it?

It was alleged that on August 8 of 2007, I bought shares of stock in a company called 3Com six weeks before a large takeover deal for that company was announced. It was further alleged that I bought this stock because I had illegal information about the trade. When I was arrested, it was along with several other traders from more than one firm. Some of these men—when convicted—would see prison terms that set new records for sentences given in insider trading cases. These men were charged with making multiple illegal trades and perpetrating a vast conspiracy of illegal insider information.

I was, again, charged with making one illegal trade. (And, later on, with “conspiring”.) The case against me was so illusory that the government offered me an unprecedented non-cooperation probation/no jail plea deal the day after my indictment, which I later turned down.

It is not my project, here, to convince you of my innocence. What I do hope to convey is exactly what it feels like when a routine work decision made years before—which you don’t even remember very well—becomes the sole focus of your existence, and the linchpin of your fate and your family’s future. What it feels like when the crushing pressure of a federal indictment comes down with all its force on what had been an enduring marriage. What it feels like when you begin to realize that those whom you have trusted are ready to betray you completely.

You probably know that the law prohibits “insider trading.” What you may not realize is that there is no clear definition of what “insider trading” actually is. None. Go check. Google away, I’ll wait. No statute spells it out. No law book provides a comprehensive accounting of its parameters. (When it came to my case, even the judge got confused.)

In the United States, the law avoids criminalizing conduct that is not clearly defined … but securities fraud is an exception. In some quarters, there’s a debate over whether it even makes economic sense to criminalize trading on inside information. The market is awash in rumors and insights from all sides, all the time. The line between good information and tainted information is not always clear. The flow of information—of all kinds and qualities—is constant. I was not charged with any pattern of illegal trading. I was charged with a single trade so unremarkable that I could barely remember it.

And it still destroyed my life.

If you are reading this, you are probably curious about what I went through. Well, I went through hell. But what does a man want when he is going through hell? When he is in hell, and sees only more hell ahead of him? When there is no foreseeable course except to continue forward through the fire and brimstone?

That one, I can tell you for sure.

He wants to keep on going.

—Michael Kimelman, Fall 2016


CHAPTER ONE

DANGER AT THE DOOR

______________

BEFORE DAWN, NOVEMBER 5, 2009, I was shaken from a deep sleep by a deafening bang with no discernible source. I sat bolt upright in bed, heart in my throat. My first thought was that it must be some sort of mechanical explosion. Maybe that rebellious boiler in our basement had finally had too much. Within seconds, it came again. And then a third time. It became rhythmic.

BANG! … BANG, BANG, BANG!!!

I jumped out of bed.

Our front door was being beaten on. Or in. Given the intensity of the blows, it was hard for me to believe the hinges were still holding. I looked over and saw that my wife Lisa was also out of bed, white with fear and cradling our terrified toddler, Phineas. Still in the dazed throes of Ambien and red wine, I half-wondered if this wasn’t some sort of bizarre nightmare—the product of stress, drugs, and an overactive subconscious. An hour earlier, I had been floating in a warm nothingness, thanks largely to the sleep meds and several glasses of a mid-priced California Cab.

But now this. Whatever this was.

“Oh my God, Michael!” Lisa shouted, instinctively squeezing Phinnie a bit tighter than he was accustomed to. He squirmed uncomfortably. Lisa ran to the window and pulled back the curtain. There, we both saw half a dozen FBI agents in blue and yellow windbreakers fanning out across our front lawn. Each had a holstered firearm. One of them had a K-9 police dog, straining on its leash. I had been attacked by a German shepherd as a kid, and knew precisely what they were capable of.

An avid viewer of shows like Law & Order and CSI: NY, Lisa initially figured that the Feds were there to hunt down a violent criminal that might be fleeing through our neighborhood. That the FBI agents were there to somehow “help us.” But this wasn’t TV Land; it was Larchmont Village, New York, as quaint and safe a spot you can find within twenty minutes of the Big Apple. Escaped convicts didn’t haunt these mansions and manicured lawns. Lawyers and bankers did.

I was no expert, but it looked like the FBI agents were watching for movement in the windows and doors to our home. After a moment, an agent saw Lisa peeking out from behind the curtain and pointed at her face. Scared and confused, Lisa dropped the curtain and turned back to me.

“Go check on the kids!” she yelled, gripped by a shrill, pure panic.

I sprinted down the hallway and opened Cam’s door. Our three-year-old had just moved into his own bed. He was still scared of thunder, and my heart sank as I wondered how he would handle this sledgehammer-like crashing on the front of his home. He was wide awake and crying by the time I burst in.

“It’s okay, sweetie. Mommy will be here in second. You are safe.”

I quickly kissed him on his forehead. Five-year-old Sylvie was in the room adjacent. I checked on her next. She was starting to stir, but not yet upset. Only curious.

“It’s okay, Syl. Don’t worry about the noise. Try to go back to sleep.”

Lisa arrived in Sylvie’s room.

“They’re fine, honey,” I said.

Then an absurdity. I thought to myself: Someone is knocking on my door. What do you do when someone knocks on your door? You go answer it.

“I’m going to answer the door,” I said to my wife, as calmly as if I anticipated a delivery from Amazon or neighborhood kids selling Girl Scout cookies.

I began to walk downstairs. Through the windows of the house, I noticed several more FBI agents moving furtively across our backyard. The trees had lost enough foliage to leave the agents mostly exposed, but they were still trying their best to conceal themselves.

I reached the door and called out, “Okay, I’m opening it.”

I swallowed hard and prepared myself for an overzealous agent ramming the door into my face and shattering my nose, or maybe anxiously discharging a chambered round into my chest.

It wasn’t until my hands were fiddling with the brass deadbolt that I remembered I was standing in only my Hanes boxer briefs and a dingy V-neck undershirt. I had a quick flashback to the TV lounge in college, watching COPS with my buddies and asking, “Why do these white trash criminals always get arrested in their undershirts and slippers?”

Now, perhaps, it was no longer such a mystery.

Heart racing, ears ringing, I undid the last latch, twisted the handle and opened the door.

“Mr. Kimelman? Mr. Michael Kimelman?”

The agents were right out of Central Casting. Tall. Bulletproof vests. No-bullshit expressions. One was a middle-aged white guy, wearing the traditional navy blue windbreaker with yellow FBI lettering. He was in good shape, and kept his hair meticulously short.

His young black partner was handsome and likewise athletic, and appeared to relish sternly shining his magnum flashlight directly into my eyes.

Squinting, trying reflexively to block the blinding beam with my hand, I said that that was indeed my name.

“I have a warrant here for your arrest,” one of them said.

I just stood there, blinking and squinting. In the movies, this is when the accused angrily demands to see the warrant, and then snatches it from the agent’s hands when it’s produced. But that’s the movies. In real life, your brain is like a car that won’t start. No matter how hard you pump the accelerator and twist the key in the ignition, there’s nothing. Three years of law school and several more at a fabled law firm, and all I could think of to say was: “Uh, for what?”

“Securities fraud. This warrant gives us permission to search your house. Please step aside, sir.”

My legs nearly buckled. So this was it. This was how it happened. This was what it looked like, what it sounded like, what it smelled like.

This was how you became one of those guys. A bankster. The people that good folks in the Midwest somewhere—who didn’t know a thing about banking beyond their checking accounts—knew they should hate. This was how you became a bad guy, I thought.

It was too much to begin thinking about what decisions, or what people, had brought me here. But something in me knew. One word resounded in my brain. One word. Zvi. (It rhymed with “me” or “flea.”) One word over and over again.

Zvi. Zvi. Zvi.

So this was how you became one of the bad guys.

Zvi.

After regaining a semblance of composure, my first thought was that this was an incredible and outrageous invasion of my space. What about securities fraud could possibly give the FBI agents and a police attack dog the need to search my house full of children in the middle of the night? What the hell were they searching for, the fraudulent securities?

It made no sense, and I said something to that effect.

“The search is just standard procedure,” the white agent said. “We need to make sure there is no imminent danger.

The two agents brushed past me and entered my home.

The white one looked a little like a teacher I’d had in grade school, and the black one reminded me of a certain leading man from the movies. I silently dubbed them Teacher and Hollywood. They never gave me their names.

Teacher sidled up to me as Hollywood began to explore my house and turn on lights.

“So, I really hope you’ll agree to talk to us,” Teacher said, as he entered and began to look around. “This’ll be a hell of a lot easier on you, Mike, if you cooperate.”

Mike? Did he really just call me Mike? Hey, can I brew some coffee for you guys? Maybe you want a Danish or donut with that, since apparently you’re my new pals?

Before I could respond, several other agents and the dog were inside the house. I was actually relieved to get them off our lawn. Our four-bedroom home sat on a quarter of an acre at the top center of a “T” type block with very little privacy where one quiet street intersects another. The kind of place where, in a nation of pedophiles and serial killers, kids can still ride bicycles without fear and walk to each other’s houses or to the park alone. The parcels are modest and close together. A friend from Connecticut once told me that he could rake my lawn with a dinner fork. This close proximity meant that there were at least six homes with a direct line of sight of the heavily armed SWAT team that had now occupied my house. I didn’t know what the neighbors would think, but I knew it wouldn’t be good.

Teacher’s voice came again, still palsy-walsy.

“Mike, I’ve got some really simple questions. If we could slip into the other room and sit down to chat, I’m sure we could clear this up.”

I was shaken, but beginning to think on my feet.

Do some people actually fall for this stuff?

“I’m represented by counsel,” I blurted out. “If you want to talk, you can speak to him.”

Teacher gave it one last shot.

“Listen very closely to me. You can help yourself right now. You’re not going to get another chance like this. If I have to bring you in and put you through booking, then it’s out of my hands. You can cooperate now, with me, or you can see your kids in ten years.”

Fucking Zvi! I screamed silently inside my head. What the fuck did you do?

Yet my reply betrayed none of my inner emotion. I was calm. Cold. Detached. I sounded like a lawyer. Which, of course, was exactly what I had been trained to be.

“Unless you tell me what’s going on, I’m afraid I can have nothing to say to you. Can you tell me anything? Is this because of the Raj thing?”

Ahh, the Raj thing.

By now, November 2009, everyone on the Street, anyone with even a remote interest in investment and finance, was talking about the arrest of Raj Rajaratnam.

Raj was a heavyset, self-made Sri Lankan billionaire, head of a hedge fund called the Galleon Group. (Don’t let my use of his first name imply that we were tight. Everybody called him Raj.) Raj was morbidly obese, and had a penchant for all the fabled Wall Street excesses. When the news had first broken of his arrest, I assumed they’d probably gotten him for some sort of sex or drug crime. I’d seen nothing firsthand, but stories of Raj’s lifestyle were many and legendary. And who knew how many of them were true?

Then it had come out that Raj’s perp walk was not for a sex crime, but for insider trading. And the United States Attorney in charge of the case, Preet Bharara, had used the occasion to do quite a bit of grandstanding around the fact that more arrests would be forthcoming. Lots of people on Wall Street were nervous. My own father had heard what was being bandied about, and had asked me if I was concerned. I’d told him that I was—but not about getting arrested. My concern was for the survival of my firm, Incremental. This was because one of our smooth-talking leaders was a gent named Zvi Goffer. Zvi had once worked directly for Raj at Galleon. Because of this connection, some folks had started referring to us as “Baby Galleon”—which had worked phenomenally in our favor … until Raj’s arrest.

But that, I told my dad, was where any similarity between myself and Raj ended.

Raj was a billionaire who flew private on Gulfstream Fives and lived in a vast spread on the Upper East Side, with a stately weekend retreat in Greenwich, Connecticut to boot.

Me? I was doing okay, but I still flew my family coach on JetBlue when we went to visit the in-laws in Florida. My tastes did not run to the exotic or illegal. I was not in the same weight class as Raj, in any sense of the term. Hell, I wasn’t in the same universe.

The idea that I might be connected to someone like Raj Rajaratnam in the eyes of the law was a sobering, terrifying thought. How had this happened?

But, of course, some part of me already had a sneaking suspicion.

Fucking Zvi!

“I can tell you that it’s a securities fraud case,” came the reply to my question about Raj. It was Agent Hollywood, who had finished his walkabout and now joined Teacher back at the door to my home. Meanwhile, Lisa had tiptoed down the stairs, wearing a bathrobe now and holding Phinnie on her shoulder. The poor little kid was all snot and tears, terrified by the stern, armed strangers who were tracking dirt onto our carpet and kicking errant toys out of their way.

“Why are you in my house?” Lisa asked, voice trembling.

“Ma’am, your husband is being arrested for securities fraud,” said Teacher.

Remarkably, this was all it took: Lisa was speechless, but satisfied. I could also tell that she was suddenly furious, and not just with the agents. She did not have to speak further for me to sense her growing anger.

“Mr. Kimelman, please follow me up the stairs. I need to secure the rest of the house.”

Secure the house? Were he and his team here to help us “lock it down”? By now, Phinnie was squirming and screaming inconsolably. All of this at such an ungodly hour was too much to bear. Not to mention the big German shepherd prowling the house, ears pointed, looking ready to attack. Waves of fear and nausea began to build inside me as my adrenaline spike abated. I tried dialing my attorney’s number while marching from room to room, but my hands shook, my fingers felt numb, and I had trouble finding him in my contacts. Lisa followed us upstairs to check on Cam and Sylvie.

I can’t recall if Agent Hollywood beat me to Cam’s room, but he asked me to open the door. Teacher, looking angry, was right behind, along with a third agent, an ex-Marine type, complete with a jarhead haircut and bulging biceps barely contained within his FBI windbreaker.

I hurried over to Cam, stroked his frightened bloodless face, and told him he was okay, that Mommy was coming to get him. On to Syl’s room, where she was sitting up in her bed, the covers pulled up to her neck. Hollywood flashed her with the blinding beam of light, and she looked at us with a terrified smile. Syl was accustomed to some craziness in our house: the chickens getting loose from their coop out back, a symphony of smoke alarms going off from the kitchen because Mommy the caterer almost burned the house down. You know, stuff like that. But waking up at 5:00 a.m. to uniformed men with Magnum flashlights, guns, and a huge attack dog roaming around was flat-out terrifying. Yet Sylvie was remarkably composed, all things considered.

“What’s going on, Daddy?” she asked, almost matter-of-factly.

“Sweetie, these are just people inspecting the house. They are … friends of Daddy’s. It’s okay.”

Did she buy that? I’ll never know, but it was all I could come up with.

Lisa was standing right behind me and herded our terrified brood into our bedroom, all at once, and put them all in our bed. Now Lisa turned to me, fighting back her own tears–and asked me the same question as our five-year-old daughter, her voice much less steady than Sylvie’s.

“What’s going on Mike?”

“Sir, do you have any firearms in the house?” Teacher politely interrupted, which meant I didn’t have to answer Lisa right away—and at that moment, I really didn’t have an answer anyway. The instant I began to speak to Hollywood, however, Teacher was in my face, demanding a response.

“We asked you a question, sir. Do you have any firearms in the house?”

And the damn ruse worked, catching me off balance. Teacher’s right hand rested nervously on his holstered Glock 22. I looked around at the other agents, and they each had their right hands on their firearms. I was suddenly, acutely aware of the large artery pulsing in the left side of my neck. What the hell was going on here? I thought. I’ve done nothing wrong … so why am I sweating so profusely? Why is the artery in my neck about to explode?

“Uh.” I hesitated.

I had a legally licensed shotgun in my bedroom closet, hidden from the kids and protected inside a gun case. This was my constitutional right … right? Too many questions raced through my mind: Did I really need to tell them? What difference does it make whether I have a shotgun? Will they confiscate it? Is this a Second Amendment violation? A Fourth Amendment violation? Are they trying to trick me into picking up the gun so they could shoot me down on the spot? Surely they wouldn’t just execute me right here … would they?

I recalled an A&E True Story, the one where FBI snipers killed Randy Weaver and then shot his wife Vicki in the head as she held their ten-month-old daughter while standing at their front door. But that was Ruby Ridge, Idaho, where Uncle Sam’s federal authority was not always accepted. Surely the rules of engagement were different here, in leafy Larchmont, New York. Weren’t they? We paid our hefty taxes in full, gave generously to the local police and fire department.

With some difficulty, I cleared my throat. “Uh, yeah. I do. Upstairs, in the bedroom closet, on the very top, above my dresser. The gun’s locked in its case, with a trigger lock as well. It’s not loaded.”

“Sir, please show me exactly where you keep the shotgun.”

We entered my bedroom and I opened the closet. Agent Hollywood got a step stool and asked me to take the shotgun down and to give him all the necessary keys. One set was hidden in my sock drawer, the other inside the pages of an old Criminal Law textbook. The irony of that one almost made me smile. Agent Hollywood snatched the keys from me, removed my shotgun from its black plastic case, examined it closely, and then locked it back in its case. Still in a state of shock, I didn’t even notice that he had returned the weapon to the closet. More than a year would pass before I discovered that I still had my Remington.

Then Teacher said: “You need to get dressed. We have to take you downtown.”

I risked a glimpse of myself in the mirror. I was disheveled and my face was pasty and pale with fear. I asked if I could take a shower.

“No,” said Teacher. “We don’t have time. I suggest you put on something comfortable. It’s going to be a long day. I’d throw on like a T-shirt, sweatpants, and slippers, or maybe sneakers with no shoelaces.”

No shoelaces. That one hit hard. This was happening. This was real.

Ignoring the agent’s advice, I grabbed one of my three suits that still fit me, since I rarely wore one anymore. (Believe it or not, the dress code for the trading/hedge fund world is much more Casual Friday than the white-shoe law firms and investment banks.) When he was selling it to me, my friend Ken Giddon of Rothman’s had told me that this off-the-rack suit, a solid dark gray would be perfect for weddings, bar mitzvahs, and funerals. He’d never said anything about criminal arraignments.

Hollywood looked at me and said: “Sir, you are going to be very uncomfortable. Trust me. You don’t want to wear a suit.”

All of sudden something snapped inside me. Something sharp. Just like that, I was extremely pissed off.

“Trust you?” I boomed. “You want me to put on jeans and a hoodie, or maybe a track suit? Will there be press there? Is this something the public can see? Will I be in front of a judge? You don’t want me to be comfortable—you want me to be embarrassed! Let’s stop pretending like you’re looking out for me. I’m wearing a damn suit.”

Agent Hollywood said nothing, and merely averted his eyes.

“It’s your call,” Teacher said. “But you can’t wear a belt or a tie.”

“Right, because I might hang myself in the holding cell,” I all but shouted. “And no shoelaces, right? Can I please shave?”

“No, you may not.”

I angrily threw on my gray suit, white button-down shirt with the dry-cleaning creases, and black Ecco shoes. (The entire outfit was worth less than one of Raj’s Prada loafers.) While I was dressing, I used the moment to dial my attorney, Michael Sommer. It bounced to voicemail.

Jesus. At least someone’s still sleeping.

As the agents looked on, I left a message.

“Hey Michael, you’re not going to believe this, but the FBI is at my house, arresting me. Please call me or my wife Lisa as soon as you get this.”

In the master bedroom, I kissed the kids goodbye. They were huddled together in our bed, Lisa was trying to comfort Phinnie with a bottle, and the ever-inquisitive Syl was determined to know what was happening.

“God, Michael, what’s going to happen?” Lisa said.

I told her to call Sommer at his office, and if he didn’t call her back by nine to call Moe, my old college roommate who was now Assistant US Attorney for the Eastern District of New York. I told her that Moe would know what to do.

I was trying my best to sound confident, to let her know that someone out there would have answers. I certainly didn’t. I walked downstairs, pushing past the gate at the top of the stairs, meant to keep our kids from tumbling down, and the display of cheerful watercolors painted by my recently deceased mother-in-law. There were still four, maybe five FBI agents in the house. I didn’t know if the others had left, or were still searching other places in my home, looking for those fraudulent securities.

Teacher said: “Mr. Kimelman, we’re going to handcuff you and place you in a car. You’ll be taken downtown to be booked.”

“Is that really necessary?” I asked. “I’m willing to go wherever you want.”

“It is necessary. You’re under arrest. And the longer we take here, the more likely you’ll be spending the night in lockup.”

I nodded. The panic had drifted away, and I felt nothing but hollow, horrifying dread.

Some part of my psyche was still holding out hope that this was not really real, that it was some sort of mistake.

But when I saw Teacher take the metal handcuffs out of his jacket pocket, any last remnants of hope faded away, fast. He turned me around and snapped the cuffs on my wrists. He was firm, but not overly rough—I’ll give him that. But the grinding click of the cuffs was the purest articulation of fear and despair I’ve ever heard—and I knew it was the sound of my life being taken from me.

We walked outside. At least a dozen of my neighbors were out on their porches. I took a long, slow look from house to house. Jesus, it was all of them. The Magazinos, the Holtbys, the British ex-pats, the empty nesters and biking fanatics, the stereotypical overwhelmed couple with the newborn—all of them were looking at me. I forced my shoulders upright and kept my chin up, refusing to display the body language of a guilty man. At least three FBI cars were blocking the street, a predictable mix of navy blue and maroon Crown Vics. One of the agents had the police dog on a leash, but it was furiously barking at Moose, the next-door neighbor’s chocolate lab. Mr. Magazino, my elderly neighbor directly across the street, was in his driveway holding his morning newspaper. He was just about the nicest human being in the world. He had watched my children grow, and always had a friendly smile and a kind word.

“Mike” he yelled, slowly ambling toward the street. “You okay? You need anything?”

Before I could answer, Teacher put his hand on his holster and shouted, “Sir, go back inside! This doesn’t concern you!”

But clearly it did concern Mr. Magazino; that’s why he was asking.

“You guys need anything, you just let me know,” he said, and pointed at Lisa, now standing in the doorway holding Phinnie.

Another agent pulled the K-9’s leash, the dog now squarely in between Mr. Magazino and me. They were acting like this sweet old man was actually a real threat. The new agent’s voice was even louder than Agent Teacher’s: “Sir, I’m going to tell you one last time. Go back inside your house right now.”

It was so utterly ridiculous and unnecessary.

“Thank you, Mr. Magazino,” I called, hoping to diffuse the situation. “I’m okay.”

Teacher and Hollywood led me to the FBI cruiser, opened the back door, and told me to watch my head. Teacher nudged me into the backseat, and Hollywood fastened my seatbelt.

I leaned forward and stared out the window, totally numb. Silhouettes of more neighbors were framed in their windows, and I caught a glimpse of my son Cam, gingerly looking out from behind the second floor window’s curtains with a blank face. As we pulled out of my driveway, Teacher pulled out a walkie-talkie and reported the exact time—5:55 am—and precise mileage on the car to some back office person at FBI headquarters. I had been arrested by a vast federal bureaucracy, where employees needed to check in with their whereabouts and were responsible for each and every mile on their government-issued cars. Knowing I’d been taken by the tendril of the immense, faceless machine like that was additionally unsettling.

Lisa stood at the front door—still holding Phinnie, still fighting back tears—as the vehicle pulled away. I have no idea how long it took us to drive downtown. My mind was a blur from that point. All I remember for certain about the trip is that I didn’t sleep. I had no idea what to expect when we “got downtown.” The only thing I knew for sure was that my beautiful life had just ended.

If I said a word, it was probably “Fuck.”

But if I said two words, they were probably: “Fucking Zvi.”


CHAPTER TWO

THE HUMAN SHREDDER

______________

WHEN I MARCHED INTO THE HOLDING cell later that morning, he was already there waiting for me.

Zvi sat there, handcuffed to a bench. Instead of a suit, I saw that he’d taken the advice of the FBI men and gone with a track suit. Zvi was in his early thirties and very handsome, albeit in an Eastern European street thug sort of way.

He seemed surprised to see me.

“What? Kimelman? What’s he doing here? You’ve got to be kidding!”

Zvi spoke as though he had an audience. Who he thought he was addressing was never clear to me. Zvi’s brother Nu, who worked with us, was also present. He stuck by Zvi and did not say much.

A few other tough-looking characters shared our holding cell. Before I could say anything, one of them sat down next to Zvi and me and eyed my gray Rothman’s suit.

“You Wall Street, ain’t cha? All a yous. That’s right. You Wall Street.”

He had a mouthful of stained gold teeth.

Jesus, I thought, another person in this horrible ordeal who is straight out of Central Casting.

I put my head down and said nothing. Eventually, he got up and left me alone.

In the corner of the holding cell was a surveillance camera, a single bright red light telling us that we were being recorded and listened to at all times. Zvi spoke as though he were oblivious to this. Or maybe he was just reckless. Another sign that I had trusted the wrong man.

For my part, I was quiet and measured. I had a thousand things I wanted to say to Zvi.

What do you say to the man who has likely betrayed you, but also, you don’t totally know what is going on? How do you let him understand the anger and frustration you are feeling? Is it even the time or place for that? Moreover, how do you do any of this when anything you can say can and will be used against you in a court of law?

Zvi, for his part, appeared to have no such qualms.

As we sat there, Zvi—aloud—began trying to determine who was the rat, or rats. He was convinced that they must exist in our organization. He began to mention the names of our friends and business partners. It did not seem sincere. As he spoke, Zvi would wink and smile my way. I returned neither gesture. It was all I could do to repress the urge to gouge out his eyes.

Later that morning, a group of guards came and opened the cell. Still handcuffed, we were marched down the hall to a room where we were photographed and ID’d. At one point, Zvi looked at me and raised his shackled fist in solidarity and smiled, nodding as if he was Tommie Smith on the ’68 podium. I did not respond.

They kept us together as we were processed. When the agents were filling out our paperwork, I heard them ask Zvi his highest level of education. He locked eyes with me and grinned: “High school.”

High school?

That was a surprise. Zvi had always boasted about graduating summa cum laude from SUNY Binghamton. I had never doubted this claim, or thought to investigate it. (Who, after all, would make that up?) Zvi had once even produced what had appeared to be an acceptance letter for Harvard’s dual JD/MBA program.

Again, I had that sinking feeling. The wormhole went deeper. Nothing was as it seemed.

Next we were taken to a dingy arraignment cell. We were extracted one by one and brought before a pretrial services employee who read us the charges against us. As I listened to mine, I understood that they involved criminal stock trading—at least in part—but mostly they seemed like nebulous, official-sounding nonsense. And they included a dollar figure that just didn’t sound like it could be correct. At the end of it, they asked me if I could post bond. (While all this was happening, Lisa was scrambling frantically to contact Sommer, my lawyer, who it turned out was in the Bahamas. I didn’t yet know this.) I said I thought I could.

Some hours passed. Later in the day, I was brought before a magistrate—marched into a packed courtroom where, much to my relief, I saw Lisa and some other people I knew, including a lawyer named Mitch Epner who had been sent to fill in for Sommer.

When it came to arranging my release, I would later learn my brother-in-law had put up his house as collateral. My bail was $250,000.

After the bail was decided, my handcuffs were removed. A marshal pointed to Epner and said: “He knows where you go.”

He did. We went to another room side and filled out paperwork. Then I was finally free to go. By the time I remembered to look around for Zvi and Nu, they were gone.

We exited through a back door of the facility, but there was still a mob of reporters. We hurried into a black rented towncar that drove us back to Larchmont. Epner told me not to talk about my case in front of the driver, but I did anyway.

Epner had seen the charges. I had to ask him: What was up with that typo? He must know the one I meant. The one that said I had done something to illegally make $16,000. Surely they had meant to write $160,000, I said. Or perhaps even $1.6 million.

No, Epner assured me.

My life had just been upended over $16K.

My arrest was the confirmation that the story was not going to have a happy ending. That was the worst part. For so, so long I had been able to tell myself that it would. For the past year I had been weathering a storm professionally. A horrible, epic storm. But it was to the point that I was telling myself that maybe we had weathered it. It was that point where you look around and think, damn, maybe we really are going to make it. That maybe everything really is going to be okay.

The firm I had founded, Incremental Capital LLC, had artfully dodged Trading Armageddon, as the general economic and financial decline of 2008 had set in. We maintained our profitability at a time when Bear Stearns, Lehman Brothers, Merrill Lynch, AIG, and a host of other big banks and publicly traded financial institutions were imploding on a terrifyingly regular basis. Many were the not-so-innocent victims of a reckless credit bubble which had popped, as financial bubbles of every kind over the last few hundred years have tended to do. At that time, every trading day was a short-seller’s wet dream; an oozing bloody mess. Yet we couldn’t look away, watching the destruction of capital on a scale never seen before in American history—billions of dollars of market value disappearing to Money Heaven on a nearly hourly basis—you felt, if nothing else, like at least you were witnessing something historic.

The market action was exacting a massive psychological toll on almost everyone in the business. For some, it engendered borderline hysteria. Looking out office windows at the concrete far below, it was easy for a lot of us to commiserate with those boys who had leapt from their ledges on Black Tuesday, October 29, 1929. The most hardened, experienced traders still felt sick to their stomachs most days, and even those managing to make some money trading on the short side watched, hopelessly, as their 401(k)s and children’s college funds got decimated. Wherever you looked, odds were good that friends and family members were losing their jobs and homes. Up and down Wall Street, firms and traders were looking to simply survive, not thrive. We were all just trying to hold on until tomorrow.

My firm, however, was an exception.

Incremental had weathered the storm well. We’d been smart or lucky enough to increase our risk and press our short exposure some eight months before the market bottomed at the devilish 666 level in the S&P 500 index. Yet despite our impressive performance, the Royal Bank of Canada (RBC), our capital partner, panicked when the global financial markets went haywire. Word came down from their Toronto headquarters to wind down the US proprietary trading business. In retrospect, we should not have been surprised by this. Canadian banks were generally more conservative than their American counterparts when it came to managing balance sheet risk. When it came to underwriting mortgages, they’d even had the foresight to ask their citizens to pass a credit check and submit proof of income.

Even so, they had decided to get out of the business, lick their wounds, and retreat. In so doing, RBC also chose to renege on a deal which had required them to absorb all of Incremental’s losses in exchange for a share of profits and commissions. It had seemed a too-good-to-be-true deal when we’d struck it. Still, it felt like a betrayal when RBC pulled out, and it took about nine months to find a suitable capital partner to replace them. We eventually did so by raising capital from several sources, including a billionaire real estate investor’s family. The wealthy investor’s son, Adam Gittlin, an accomplished businessman in his own right, also agreed to be our new COO.

As an augment to this recapitalization, I lined up significant equity commitments from several well-known hedge fund moguls, all-star heavy-hitters such as Todd Deutsch and Gary Rosenbach, along with a handful of other prominent investors, including the granddaddy of them all, Steve Cohen’s SAC Capital. By the fall of 2009, we were employing about fifty traders, many of whom were so-called “fallen angels,” experienced and highly talented individuals recently fired from Goldman Sachs or the late Lehman Brothers, or from top-tier hedge funds like Galleon and SAC—all of them casualties of the financial meltdown.

These traders were comfortable taking substantial risk, and with suitable leverage, the firm’s daily exposure to the market ran in excess of $200 million. The stress of raising money while also navigating the most treacherous and discouraging trading markets since the Great Depression had begun taking a toll on my marriage and on me personally. I was drinking far too much, and hiding my feelings and frustrations from my wife more than usual. But now, in the fall of 2009, things were looking up. At last! Our firm would once again sink or swim solely on its performance. I was pleased with the business, but then again I was a trader at heart, and knew, deep down, that the Trading Gods often have their own agenda.

I arrived home after 10 p.m. and shut myself away from everyone in Lisa’s office. I paced and moped. I fought off waves of nausea. Around midnight, I got up the courage to go online and see if it was in the news.

It was, in the Department of Justice and SEC public press releases.


Manhattan U.S. Attorney Charges 14 Defendants with More Than $20 Million in Insider Trading

Charged Defendants Include Hedge Fund Managers, Trading Firm Executives, Lawyers, and Corporate Insiders; Five Already Have Pleaded Guilty To Insider Trading Charges

PREET BHARARA, the United States Attorney for the Southern District of New York, and JOSEPH DEMAREST, JR., the Assistant Director-in-Charge of the New York Office of the Federal Bureau of Investigation (“FBI”), today announced charges against 14 additional Wall Street professionals and attorneys arising out of their ongoing investigation of insider trading at hedge funds and stock trading firms. The charged defendants include hedge fund managers and trading firm executives, lawyers, and corporate insiders. Five of the charged defendants previously pleaded guilty to insider trading charges in Manhattan federal court. The defendants collectively are charged with allegedly participating in insider trading schemes that generated more than $20 million in illegal profits.

1. ZVI GOFFER, who formerly worked at The Schottenfeld Group LLC (“Schottenfeld”), a broker dealer in New York, New York, and currently operates a trading firm called Incremental Capital (“Incremental”), in New York, New York;

2. ARTHUR CUTILLO, an attorney at the law firm of Ropes & Gray LLP in New York, New York;

3. JASON JENKINS, an attorney in New York, New York;

4. CRAIG DRIMAL, who worked in the offices of the Galleon Group (“Galleon”), in New York, New York, but is not employed by Galleon;

5. EMANUEL GOFFER, who formerly worked at Spectrum Trading LLC, a trading firm in New York, New York, and currently is associated with Incremental in New York, New York;

6. MICHAEL KIMELMAN, currently associated with Incremental in New York, New York;

7. DAVID PLATE, formerly employed by Schottenfeld, and currently associated with Incremental in New York, New York; and

8. ALI HARIRI, a Vice President of Atheros Communications, Inc. (“Atheros”) in California.

A ninth charged defendant, DEEP SHAH, who was formerly employed by Moody’s Investors Service, Inc. (“Moody’s”), in New York, New York, remains at large.

ZVI GOFFER, JASON JENKINS, EMANUEL GOFFER, and DAVID PLATE were arrested at their homes in New York, New York. ARTHUR CUTILLO was arrested at his home in Ridgewood, New Jersey. CRAIG DRIMAL was arrested at his home in Weston, Connecticut. MICHAEL KIMELMAN was arrested at his home in Larchmont, New York. ALI HARIRI was arrested in San Francisco, California. All of the defendants except HARIRI are expected to be presented in Manhattan federal court later today; HARIRI is expected to appear in San Francisco federal court later today.



Of the names of those arrested, the only two whom I knew at all, really, were Zvi and Nu Goffer.

Knew. Was that even the right word? Did I even actually know them at all? Who, really, were they? Until that day, I had never thought to seriously question anything about them. Now, it seemed, I was asking questions about them that would be too little, too late.

These others … I’d met Plate a couple of times, tops; Drimal just once; Jenkins and Cutillo, never.

Next, I had a look at what the Securities and Exchange Commission had to say:


SEC Charges Wall Street Lawyers and Traders in $20 Million Insider Trading Scheme

Washington, D.C., Nov. 5, 2009—The Securities and Exchange Commission today charged a pair of lawyers for tipping inside information in exchange for kickbacks as well as six Wall Street traders and a proprietary trading firm involved in a $20 million insider trading scheme.

The SEC alleges that Arthur J. Cutillo, an attorney in the New York office of international law firm Ropes & Gray LLP, had access to confidential information about at least four major proposed corporate transactions in which his firm’s clients participated. Through his friend and fellow attorney Jason Jenkins, Cutillo tipped this inside information to Zvi Goffer, a proprietary trader at New York-based firm Schottenfeld Group. Goffer promptly tipped four traders at three different broker-dealer firms and another professional trader Craig Drimal, who each then traded either for their own account or their firm’s proprietary accounts.

Goffer was known as “the Octopussy” within the insider trading ring due to his reputation for having his arms in so many sources of inside information. Cutillo, Jenkins, and Goffer at times used disposable cell phones in an attempt to conceal the scheme. For example, prior to the announcement of one acquisition, Goffer gave one of his tippees a disposable cell phone that had two programmed phone numbers labeled “you” and “me.” After the announcement, Goffer destroyed the disposable cell phone by removing the SIM card, biting it, and breaking the phone in half, throwing away half of the phone and instructing his tippee to dispose of the other half.

The charges contained in the Complaints are merely accusations, and the defendants are presumed innocent unless and until proven guilty.



This read from start to finish as though it was established fact. The word “alleged” was buried in the second paragraph, and that all-important phrase “presumed innocent” saved for the very end.

Despite the circumstances, I had to smile at their portrayal of Zvi. When you read about a guy labeled “Octopussy” who’s biting cell phones in half … well, you remind yourself that at least you’re not that guy.

I clicked around some more and found New York magazine had also published a piece about us. It was titled “White Collar Crime, Without the Collar.” While the writer did qualify the fact that none of those rounded up had been proven guilty of a crime, she cited Zvi and Nu, “the Brothers Goffer”, as guilty of crimes against fashion for having shown up for the arraignment in track suits.

Here, too, I had to laugh, even though my world had crumbled.

So, so much of this was so very absurd.

Octopussy? Really? I had known the guy for several years, and worked with him every day for the last year. I had never heard that name used. It didn’t even make any sense. I mean, Octopussy was a female arms dealer in a Roger Moore James Bond movie released before Zvi was even born.

And biting the cell phone in half? Who the hell could even bite a cell phone in half? With the exception of the character Jaws from Moonraker (to stay with the Bond theme), and the guy dragging the train with his teeth in the Guinness Book of World Records, and maybe, just maybe, my high school buddy Big Zut, who would rip the caps off non-twist beer bottles with his teeth, I couldn’t imagine anyone tearing into a Motorola and spitting out a Qualcomm chip like a watermelon seed.

Then, suddenly, a very specific memory went shivering up my spine. A few months back, on Incremental’s trading desk, I’d been walking over to Zvi when I saw Nu pass him a yellow Post-it. When I reached Zvi’s seat, I saw him crumple the note and pop it in his mouth, like a Tic-Tac. He was still chewing on it. Zvi sat at the end of the trading desk, within his mini cubicle. (It wasn’t even remotely private, but on the phone with RBC, investors, or recruits, it gave him modicum of shelter from prying eyes and ears. He chewed a few more seconds and swallowed.) I looked at him point blank.

“Did you just eat a Post-it?”

He looked at me with his trademark glare, smirked, and then went back to typing up charts without answering.

“Why would you eat a Post-it?” I pressed.

Zvi raised an eyebrow, rocked back in his swivel chair, and smiled.

“Because I don’t have a shredder at my desk?” he reasoned.

And I have to admit, it somehow made sense at the time.

“The Human Shredder,” I said with a laugh.

Zvi didn’t laugh quite as hard, instead offering a softer version of one of his famous glares. By then, I knew all of this was part of his grand shtick, boasting about how he had Raj and other billionaires on autodial, and had access to the best intel around. I only wish I’d known more, and earlier, about what and who I was dealing with. I always thought of myself as a good judge of character, with a solid built-in bullshit detector—but I was never more wrong than when it came to Zvi. And the details, not to mention the consequences, of my misjudgment and his deceit were only just beginning to hit me where it hurt.

When I could no longer bear to look at the Internet, I took drugs and drank Ketel One and fell asleep.

I awoke in the vise grip of an Ambien-Klonopin hangover. My daughter Sylvie was asleep next to me, snoring gently, mouth wide open. She’d crawled into our bed at some point during the night. The Klonopin was typically able to construct a pontoon system that suppressed my waves of agony and anxiety, but it couldn’t mute the incalculable uncertainty, the terrifying prospect, of what my life had now become.

I propped myself up and stared at Sylvie’s sweet elfin face, a tangled mess of freckles and wheat-brown hair, all meshed into benign perfection. If I went to prison, would she even know me? How could I possibly explain to her what happened yesterday? How can I explain it when I don’t totally understand it myself? I’d never wanted to get out of bed less. Walking to the bathroom and turning on the shower seemed an insurmountable task.

The door popped open and my three-year-old son, Cam, all wild curly red hair, bounded into the room, shouted “Daddy!” and leapt into my arms.

Being a parent is tough, the toughest job most of us will ever have. Every halfway decent parent knows this. The pendulum between good times and bad doesn’t always swing symmetrically. Unfettered sleep is a distant memory from a younger, less complicated life. Your freedom becomes subjugated to the whims of someone else’s existence. But there are those moments you wouldn’t trade for anything: a child jumping into your bed, or seeing you at the school pickup line and breaking into a run while yelling your name—these are among the finest experiences life has to offer. They wash away the tough times in an instant—but, unfortunately, they also don’t last very long. At five years old, Sylvie was already too cool for emotional displays, and would offer only a placid smile when I would pick her up from school or camp.

But all of this—everything—had changed. It felt irrevocable, precisely because it was. Yet even then, on that first horrible morning after my arrest, when the entire world felt like the darkest depths of Mordor, a palpable, tangible joy had survived. I knew I had to be strong, now and for what followed. I had to be strong for them.

With Cam in my arms, I put a finger to my lips, to let him know to be quiet. He looked around and saw the two girls starting to stir. Phin was still asleep.

“The whole family is here,” he whispered with a smile, as if we were the only two people sharing this secret.

“Shower?” I whispered back.

“Yes!” he yelled, thrilled at the prospect of a rare early morning, pre-breakfast shower. Bathing was usually a nighttime activity in our household, but a nice warm shower with Dad wasn’t a half-bad way to start the day.

This isn’t real, said a voice inside my head. None of it.

I blocked it out and followed my son to the bathroom.


CHAPTER THREE

SUNDAY WITH MOE

______________

ONE THING YOU LEARN AS A potential felon is that there are many more people than you’d ever expect who have been though a tribulation similar to yours. As it turned out, I could swing a bat and hit a dozen people who were felons or had a family member who served time, something I had no idea about until my case broke. During those first forty-eight hours, numerous friends called me with stories about their dads, their brothers-in-law, their friends, or friends of friends. A few were dark tales, but most offered glimpses of redemption and second chances. Some were as simple as “I never told you this, but my father went to prison for a few years when I was growing up.” Some were more in depth and complex. Friends I had known for twenty years unexpectedly opened up their painful, hidden pasts to me. My friend, let’s call her Kelly, whom I hadn’t spoken to in close to fifteen years, called to tell me about her father and a business gone bad. “Remember when I had to ‘rush home’ right after graduation? It wasn’t because my mom was sick. My father had just lost at trial and was going to prison. We didn’t know what to expect or how our family would survive.”

My college friend Randy Oser had one of the darker tales. His father had gotten into trouble and tried to navigate the system with an incompetent lawyer. In doing so, he became a pawn in a much bigger case. When he refused to cooperate, they crushed him and added charge after charge. His original sentence had been less than three years. The government brought new charges while he was locked away and broke, unable to defend himself. He didn’t walk out of prison for another twelve years, a shell of his former self.

Perhaps because of his story, Randy was one of the fiercest proponents of my making a deal, any deal. He said he had seen a legion of dirty tricks, of empty promises, incompetent lawyers, and corrupt judges and prosecutors. His father’s story would’ve come as no shock to any citizen of the former Soviet Union. But for it to happen here, to an American, to someone raised on the goodness and fairness of our system, to a man who still choked-up at the Star Spangled Banner … that was a terrifying, eye-popping slap in the face.

The biggest shoulder to lean on came, initially, from another college roommate and great friend, Moe Fodeman. Since our halcyon days at Lafayette College in Pennsylvania, our lives had been inextricably linked. He had always been a selfless friend. He asked for nothing and offered everything he could.

The day after my arrest Moe called and performed a kind of psychological CPR, talking me down from my emotional cliff. I was facing the full wrath and resources of the Feds, and Moe was, technically, one of their lieutenants. An accomplished and respected Assistant US Attorney (AUSA) for the Eastern District of New York, Moe had the experience, the map, and the contacts to know exactly what I was facing. He made up some excuse about being in my area on the Sunday after my Thursday arrest, but I knew he had rearranged his day just to drive up from the city to Westchester to hold my trembling hand.

Since Moe was bringing his son, Lucas, I recruited Cam for our outing. We would have lunch at Molly Spillane’s, a new bar on Mamaroneck Avenue. It was better known for Yankee games on the tube and prowling cougars in tube tops than as a place one might dispense sage legal advice. And I was acutely aware that that advice might not be purely legal. Moe was risking a lot by even being with me. Had a newspaper reported or one of his FBI buddies noticed us together, it would have damaged his career. At the very minimum, he would have been reprimanded for trying to help me.

“You shouldn’t be here,” I said as he greeted me with a much-needed bear hug.

“What are you talking about?” he said with a grin. “I’m not allowed to get lunch with one of my oldest friends?”

“You’re a superstar, Moe. You’ve got a job that you’ve worked your whole life towards. First federal death penalty in 100 years. Joint Terrorism Task Force. Organized Crime unit. You’re a future US Attorney or senator. You shouldn’t even be taking my phone calls.”
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