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o Key Claim trends
v'What events lead to lawsuits
v"Who is getting sued
v'Who is suing & why
 Impact of the Credit Crisis
o What's next?
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What Events Lead to Claims
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\What events Lead to Law

-'

Everyday activities, such as...

» Back-office support functions
o Communications with third parties

* Not doing anything




What Events | eac

 PC EXxits

 Market Fluctuations

e Divestments

e Non- or under-performance
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Trends: Who Is Getting
Sued?
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Everyone / Everything

 Fund 56%
* Firm individuals 35%
e Management company 35%
 Fund management entity 29%
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Trends: Who |

Total Committed Capital

e + $5 Billion 9%
e $1.0 Billion - $5 Billion 41%
o $500 Million - $1.0 Billion 16%
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Trends: Who will bring the
claim?
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Trends: Who is Suing &

Typical Plaintiffs include...

Fund of Funds
Investors

Governmental Agencies and Self-Regulatory

Organizations
Portfolio Companies constituencies

v’ Shareholders
v Employees/management
v Creditors

v Business partners
Co-investors

23%
23%
19%
15%
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Key Exposures

Breach of fiduciary duties
e Breach of contract

o Misappropriation of assets and other fraud

e Personal trading

* Brokerage issues — soft-dollars, best execution
e Side Letters

« Misrepresentations (performance,
experience/qualifications,...)

e Failure to disclose conflicts of interest
 Failure to follow investment guidelines
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Impact of the Credit Crisis
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e 169 Securities lawsuits in 1Q09 — 38% increase
on annualised basis

e 108 against Financial Services Firms

 Number of Madoff-related lawsuits — 153 and
counting; 74 were against non-US companies

 Number of sub-prime/credit related lawsuits -
823
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Affects
-~y &
Market uncertainty

Traditional financing not readily available

More equity/less leverage required — more “club
deals™?

More “broken” deals. Material Adverse Change
Increasing exposures related to PCs
approaching or being in the "zone of insolvency”
Breach of investment guidelines

Lower portfolio company valuations

Portfolio companies struggling to refinance with
favorable term
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Affects

e Increased scrutiny (investors &
regulators)

* Increased redemption requests

 Lowering of Compensation

« Fall-out of Fund of Hedge Funds
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The Tangled Credit Crisis
Web

Clear Channel
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Clear Channel
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Providence

Equity

Clear Channel
(US$1.2 BIn)
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Citigroup, Deutsche Bank, Credit Suisse,
Morgan Stanley, Wachovia, RBS
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Providence
Equity

Clear Channel
(US$26 BIn)

Citigroup, Deutsche Bank, Credit Suisse,
Shareholders Morgan Stanley, Wachovia, RBS
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Providence
Equity

Clear Channel
(US$26 BIn)

Citigroup, Deutsche Highfields
Shareholders Bank, Credit Suisse, Capital

Morgan Stanley,
Wachovia, RBS
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Clear Channel

Providence ERISA
Equity Fund
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Citigroup, Deutsche Highfields

Shareholders Bank, Credit Suisse, Capital
Morgan Stanley,
Wachovia, RBS
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Arrest warrant sought for Lone Star’s Korea head

By Lina Yoon
SEOUL~Lone Star Funds’ trou-
bles in South Korea were ratcheted
1p & notely s prosecutors requested
an arrest warrant for Yoo Hoe Won,
the chief execative of Lone Star’s Kor
tea businiess, ot charges of embez-
2lement and breach of trust,

ties in Kores, focusing on Lone
Star's 2003 purchase of a control
ling stake in Korea Bxchange Rank,
Investigators are looking
whether Lane Star bought the stake
for less than its true value and
whether han officials and govern-
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ment hiresucrats acoepted byibes
in veturn for approving the deal

The case of Mr. Yoo, whom prose-
cutors had detained on Tuesday and
who also is known as Paul Yoo, isn't
directly related tn the sale of the
KER stake but will help with the
prothe, sentior prosecutor Chae Dang
Woak said.

The eoul Central District Court
held hearings Thursday to deter-
mine whether to grant the request.

Lone Star Advisors Korea de-
clined to comment.

Lone Star's image has been
marred by an élleged admission
of wrangdoing by 1ts former top
Korea executive, Steven Loe, who

The Wall Street Journal

confessed to the firm that he em-
bezzled millions of dellars from

Long Star, according tc people fa-
miliar with the matter, The flrm

Foreign funds have
turned huge profits
on the Korean
conomy’s recovery,

has said it i3 cooperatig with in-
wsﬁgatﬂr:s, and Mr. Lee's attor-
ney has said Mr, Lea has repaid all

misappropriated funds,

Prosecutors also said Thursdey
that they had requested a warrant
for the arrest of a former asset-man-
agement offictal for Hudson Adui-
aors Kovea, asubsidiary of Lone Star
Advisors Kores, on charges of
breach of trust, Hudson Advisors Ko
res declingd to comment,

Foreign fimds that roshed into

' Korea after the 1997-1998 Asian fi

nanciel crisis and & subsequent
credit-card debacle have slnce
turned fmge profits on the Korean
economy's recovery, In March, Lone
Star signed a preliminary agree-
ment with Kookmin Bank to sell for
a total of 842 trillion won (3881 bil-

tion) its 50.53% stake in KEB and an

additional 14,085 stake it was set to -

by back from Germany's Com
merghank AG and Export-lmport

Bank of Korea. Lone Star stands to

earn roughly 545 billion on the
deal.

While some foreign mvestors
have accused Korean regulators of
treating them unfairly, Lone Stars
sitnation is complicated by Mr. Lee's
wrangdoing. Now, the prosecutor's
request toarrest Mr, Yoo could com-
plicate it further,

The prosecution said it will be-
gln 3 full-fledged investigation as
5000 84 the state sudit agency con-
cludas its own probe.

Friday - Sunday, May 12 - 14,2006
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Business

HNEWS FRAMEWDO RS PAAKES IT CHESAPER
FOR SRALL FIAMRS T FILE ACCOOUMTS
Hmay scon be chaapsr for smalles oomps-
migE Lo ik thair acooanbs.

Under a frameaark praponsad begy thie
lu'lhh-ry of Fnance MOF]L amall snd medi-

-=ired omerprises (SMMES] =il bha

-llil-n'.-'sd B0 G D T TP DR e RSN ST O UG
=landards.
Calind “dfMferarmial repgomng ™, tha
FramEveork “seeks to make i ez ceorous
for SMEs tc pragars teair Anencial Staio-
Ments ard retes s their cosls in doing so™,

s PAOF sabkd
Defar counbees that hawe asdepbad oif-
emntial regoniiog for SWMEs includs
Mﬂ'.:il., Horng Kong and tho WPnitaod

Eurrn-rﬂ-.l. all companiss mocorporated =
Smgapore, segord less aof sife. hava o
ahids by financal mporting standards
At o sed tho Sccouning Standerds
Counci 1. &8 hoaty a1 Lip By s ROOF
The OF s censuhetion popar noted that
EAMAEs are offan owssar-mesa ped aed thse its
=takeho ke ns Bave diffe et indormatioo
neEds froem Teess ol & bsnad Com@any

SREs" finomcial stoiemants are usad
Erimarnly by osrsssars o eenilor parferm-
ance srd capital expendibure and by banks
o daimnmisss capsoity 0 rapey

WETH e e e is ra begaal definition of e
SMIE ot prasant, The MDF S oo peoa g thet
s Tremaesark be spplied e firms that
moot fem ol the twae jolloredng criteria
BEsSt agsels Nol excee@ng F15 milion:
Burnoenr of ol more tan 1% mé lon and
SMpEOySEE MOl s Thses 200

The pobhlic can submit their viowes o tho
SSE at e SEc. oo sy By Jhene Z00
— CHEDN 30 vl

Ex-banker Finian Tan sued

He pledges to vigorously
defend against allegations
af failing to distribute profits

COMFAD s
ECITOR-AT-LARGEE
o IO e S R e T T e

A CATRFAN Islands im-
corp-oratied invesimmeost
sormpEne e sl Former
rreestrment banbosr Findan
Toam (pactoare ) and saoeral
ot hie comsperies, el
g the Wickers Finsgncial
roup. for, among cther things, allegedly
Failling o distribats proalfis follossng the
E=ting of & peoperty orust.

The i=sting in gqueston is that of the real
estabe inveEatment ro=t Camboidse Indos-
t=ial Trust (CTTY oo the Singsgoas
i Tl S

The plainbl in the sait &5 Magic Hold-
ing= wikich claimes it iovested UISEN milion
[F1.4 million} betwesn BMarch amed Funs
2SS dn A lierdied partnecshies fond focmed
o dnvest in uslisted compankbes.

Flagic Holdizgs comtribasted 11 42 per
cent of the total PEEEFTT millicon caised by
this fusd's Emibted partoers.

Part of this pool of money, amoonbEng
o soane FA52 BEG, wees wEed fo imneeet Gn an-
other Emited partnershipe called Viekers
Frivale Egquity Fariner= % — or “Fund %™ for
sdenirt

Fumsd VW wns then said i heee Boapht
#n 18-per-cenk stake in Cambridge Real Es-
teite Investment Managememt (Creiml.
which in torn cemed &0 peer cent of O
TbrEdpe Indhuosicial Trust Maaapensent CTT R
aze] S por cont of Cambridee Endustrial
FProperty MMamagement.

Following Fund VW iovestme=nt in
Creim, Dr Tan was appoioied a direceor of
the= laster compamy. In July 2008, CTTRA
BFabed CFT om the Singapors Exchange — iks
firsd property drusal.

BFlagic Holdings says in its writ thas
Creim wouhd receive TIS34.57 millica in
ca=h, agperently as ita sheare of the pro—
ceeds from the lisring.

Arcund Maoch last year, Magsc was
givon an ug=tafe, wherebs i1 was infcommed
that Creirm had recefecd 1IS§$4. 610 milSomn
cash, or ST ESmallion at the applicable ex-
change reate, from dhe ST Easding.

creh in the sam of S5 55 millom G oo sleont
oot 20HE frons the listing of T, D Tan
Al o Vickers Preebe Eopsity Bl ets FPorrreers,
im hreach of the: fdscisry dutbes o e pless-
Eiffs. had f@iled andfor refosed o causs the
Fund 1o deslribaste any poofis be the plain.
tiffs b dabte ardfor b furndsh thee pleistilts
writh information relating to the non-distri-
bBution of peedibs by the Fund.”

In another update in Jume lsal vear.
Blagic Holdimgzs claizee=d thart Dir Tan soed
and/or Vickens Povvabe Equity Bdeta Faoxis
ners bad stabed thet Crelm carrently hed
cash om its Balance sheet asmed that part of
it would e distribubed b = sharsholders
through their partnoreiip hand.

fAs Mogic Holddings claims @it lkas not
reoEised any mronies bo dabe, ik says it “bas
sxffered boes and damssge™. Magic Hold-
ing= has allso acossed Dir Tan and the other
dhefendants of concealing certain faocts and

IDir Tan has dismyisssd the allegations
againel Bhdm.

He dodd Tooass: “The ssetion will be s
ocromshy defended soed we are confident thes
Jmatioe will poevil.

“Magic represents a Wery mainee in-
sttt b fhe Vickers Gnoasn and their afs
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What's Next?
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Increase In portfolio company
bankruptcies

Change In regulatory framework and
Increased scrutiny from regulators

Fees under the spotlight

Fund raising will remain a challenge?
Systemic risk

Tighter internal controls?
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Claims/litigation history, regulatory issues
Transparency/Investor Communication
Investor profile and investment minimums
Size and historical change in assets
Degree of leverage

Culture

Historical performance and volatility
Management background and experience
Valuations controls and procedures
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Thank Youl!




