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Simulation Question 6-4

This simulation question is based upon a true st of facts. The information contained in the simulation question was obtained from publicly
available sources.

= Did the Former CEO of Countrywide Involve in Insider Trading?

California-based Countrywide was a major participant in the subprime mortgage market, the collapse of which in 2007 touched off the financial
crisis that has engrossed the U.S. and global cconomies. After the subprime mortgage market meltdown, Countrywide was forced to cut
thousands of jobs and saw its shares plummeted. Its downward spiral ended in it being bought by the Bank of America Corp. in 2008 for about
2.5 billion.

On June 5, 2009, the SEC charged Angelo Mozilo, the former chairman and CEO of Countrywide, with insider trading. The SEC also
charged the company's former chief operating officer, David Sambol, and former financial chief. Eric Sieracki, with securities fraud for failing to
disclose the company's relaxed lending standards in its 2006 annual report.

Required

1. Search the Internet for additional picces of information relating to Angelo Mozilo’s insider trading fraud. List 10 additional pieces of
information and state their website references/sources. Use the format below, adding rows as needed. An entry is made in the first row as an
example o help you complete the rest.

Additional Pieces of Information Reference/Source of Information

1. Angelo Mozilo sold hundreds of millions in Countrywide stock in late 2006 and 2007 and | “SEC Charges Ex-Countrywide CEO with
is accused of remaining publicly upbeat about his company's prospects during a period when | Insider Trading” by David Faber of CNBC at

he knew things weren't going well for the firm. The SEC put the tally of his profits at $140 | husp:/Awww.cnbe.com/id/31108460

million.

2. Angelo Mozilo's attorney David Siegel said the alleged insider trading stock sales "complied with applicable laws and regulations, and were
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made under the terms of a series of written sales plans which were reviewed and approved by responsible professionals"
(http://www.cnbe.com/id/31108460). Assume the SEC consulted you, an accounting fraud examiner, about Angelo Mozilo’s involvement in
insider trading at Countrywide. Write a memo to provide the SEC with specific details about the “applicable laws and regulations” and the
“written sales plans” mentioned by David Sicgel.

Note: Your answers must be in the form of a memo that provides clear and useful information to the SEC. Also, it must not exceed two pages of
typing using single-space and medium size font.

3. In 2007, the SEC raised questions about Angelo Mozilo's stock sales and changes made to his written sales plan in the months before
Countrywide's ~ stock plunged, ~which allowed Mozilo to significantly increase his sales of Countrywide shares
(http://www.cnbe.com/id/31108460). Assume the SEC consulted you, an accounting fraud examiner, about Angelo Mozilo’s involvement in
insider trading at Countrywide. Write a memo to provide the SEC with specific details on how you would go about investigating and gathering
evidence on Mozilo’s involvement in insider trading at Countrywide.

Note: Your answers must be in the form of a memo that provides clear and useful information to the SEC. Also, it must not exceed two pages of
typing using single-space and medium size font.








