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UDHITED STATES DISTRICT COURT
SOUTHERM DISTRICT OF NEW YORK
MNo. 12-cv-08557 (CM)

IN RE: HI-CRUSH PARTHERS L.P.

SECURITIES LITIGATION

Apzil 24, 2014
10:09% a.m.

Deposition of DR. ADAM WERHER,
held at the offices of Vinson & Elkins,
666 Fifth Avenua, New York, Hew York,
pursuant to Motice and Agreement, before
Wendy D. Boskind, a Begistered
Professional Reporter and WHotary Publio

of the State of New York.
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Puge 2 Page 4
1 1
2 APPEARANCES: 2DR. ADAM WERNER,
k| 3 business address at 2550 Ninth
4 KIRBY McINERNEY LLP 4 Street, Suite 210 A, Berkeley,
5 Attorneys for Plaintiffs 5 California 94710, having been first
6 B25 Third Avenue 6 duly swom by a notary public of the
7 MNew York, New York 10022 T Siate of Mew York, (Wendy D. Boskind,
B BY: MARK A, STRAUSS, ES(). § RPR), was examined and testified as
9 (212) 371-6600 0 follows:
10 mstrawss@kmllp.com 10
11 11 EXAMINATION
12 12 BY ME. PARADISE:
13 WINSON & ELKIMS LLP 13 Q. Good moming, Dr. Wemer.
14 Atorneys for Defendants 4 A, Good moming.
115 666 Fifth Avenue 15 0. We just introduced ourselves,
{16 25th Floor 16 but I'll do it on the record. I'm Steven
17 New York, New York 10103-0040 I7 Paradise, along with my colleague,
18 BY: STEVEN R. PARADISE, ESQ). 18 Elizabeth Brandon, we represent the
1% -and- 19 Defendants in this secunties litigation
20  ELIZABETH C. BRANDON, ESQ. 20 lawsuit.
21 (212)237-0016 21 It appears that you've
22 (214) 220-7920 22 testified by depasition previously; am |
23 sparadisei@velaw.com 23 o
24  ebrandoni@velaw.com 2 A, That iz correct.
23 25 Q. Twon'tspendalot of time
Page 3 Page §
1 1 Dr. Adam Werner
2APPEARANCES: (Cont'd) 21 poing over any ground rales, justa
3 3 couple.
| 4 ALSO PRESENT: o A, Dikay,
5 MICHAEL A, KEABLE, 5 Q. One | tend 1o sometimes
[ Executive Vice President 6 speak quickly. Soif | speak too
7 Compass Lexecon 7 quickly, or you don't undersiand anything
B 332 South Michigan Averue & 1 say, or you don't understand my
9 Chicago, Nlinois 60604 9 question, please let me know and I'll do
] (312) 322-0200 10 my best to rephrase it so that you
i1 mkeablef@compasslexecon.com 11 understand it
12 12 A, Okay.
13 13 Q. Second one is, you have 1o
14 14 answer questions with yes, no, or, beyond
15 15 that, vou can't just nod your head.
16 16 A, (Nodding.)
{7 17 Q. The court reporter can't take
18 118 down nods of the head.
1% 19 A, Right
0 0 ), Please iry to remember that.
21 21 Third one is, please try 1o
{23 22 wait until { fimish my questions and —
| 23 23 before you answer. [ will try to wait to
24 24 msk another question before you finish
2% 25 your answer. If [ don't do that, and |
2 (Pages2-5)
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Fage & Page § |
1 Dr. Adzsm Werner 1 D, Adam Werner |
2 ‘accidentally cut you off, please let me 2 previously owned, called Berkeley |
3 know. 1 want to get a complele answer 3 Economic Consulting? |
4 from vou and not cuf you off, 4 A_  TUh--that's accurate,
5 A, Okay. 5 Q. s there some reason why
& Q. L&nis if vou need a break, & wou're hesitating?
T just let me know. The only thing | ask T A. Again, | wasn't paid any
& is that, if there’s a question pending, B money ==
9 you complete your answer io the question 9 Q. Okay.
10 before we take a break. 10 A. --inthe acquisition. |
11 A, Sure. 11 just was subsumed by them.
12 Q. Thank you. (12 Q. Why did - withdrawn.
13 ME. PARADISE: Let's mark, as i3 What were the circumstances
14 Exhibit 1, a copv of vour 14 behind Gnarus acquiring Berkeley?
15 declaration. 15 A, 1 just wanted to go with a
186 (Whereupon Deposition Exhibit 16 losger firm - (gesturing) — and -- You
17 1, Declaration of Dr. Adam Werner 17 know,
18 April 15, 2014, was marked for is Q. How large — I'm somry.
19 identification, as of this date.) 19 A, They take care of things like
120 Q. The court reporter has handed 20 accounting and bookkeeping,
|21 you what's been marked as Exhibit 1. 1 21 | don't have to do that
|22 ask you to please take a look at Exhibit 22 anymore.
i23 I and, when you're ready, 1o ideatify it 23 Q. And, when vou were with
{24 for the record, if you can. 24 Berkeley, wers vou the sole owuer of
125 A (Pause.) 25 Berkeley?
Page 7 Puge 4
| Dr. Adam Wemner 1 Dr. Adam Wermer
2 Yeah, | believe if's the | 2 A, Yes
3 report | submitted in this case. 3 Q.  How many emploveess did
4 Q. Twanitostart by just going 4 Berkeley have?
5 through — briefly going through your 5 A, Define “emplovess™7
& empioyment history and background. which 6 Q. Well, how many people worked
7 [ believe is set forth in your Curricufum 7 for Berkeley?
8 Vitae, Exhibit 1. B A. Worked in some capacity?
g 20 if you can furm 10 - 9 Q. Yes
10 unfortunately, we don’t have exhibit abs 10 A. Between four and five,
11 inthere, bt can vou find Exhibit 17 11 .  And how many people work at
12 A Yeah 12 Gnans?
13 Q. Okay. Am | right that Gnarnis 13 A. | think probably 40, 457
14 Advisors is your current — is where you 14 ). Other than reporting to an
15 are currenily emploved? 15 employer with a different - or, &
16 A, | believe that's comect. 16 company with a different name, have your
17 Q. I'm sommy, You s5ay you 17 responsibilities changed at all from
{18 "believe that's™ - 18 Berkeley to what you're doing now, at
119 A Well, Imean, Fmnota—1 |19 Gnans?
20 don't get a W2, so.... 120 ME. STRALSS: Objection.
121 . You're working in some 21 o ahead.
|22 capacity for Gmarus Advisors. 22 A, 1 dont believe so.
23 A Comest 23 Q@ Going back to your time
| 24 . Am ] also comest that Goarus 24 before Berkeley — well, first, when did
lES Advisors acquired your = a firm that you 25 you form Berkeley?

3 (Pages6-9)
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Page 10

Dr. Adam Wemner

A, You know, [ don't know the
exaet year Berkeley Economics was formed.
11 was formed by two other gentiemen who
subsequently went 1o the Brattle Group,
a0 | took over the firm.

. Sowhen did vou join
Berkebev?

A, My memory's not that good —
hold on = | want o say 2008,

Q. There's alist on page 4 of

OB w] B LA B el BT e
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Puge 12
Dr. Adam Wemer

Q. When did vou - and |
understand yvour memory on dates, it
sounds like, is not terrific, so
approximations are fine, but
approximately when did you leave
Comnerstone?

A, [ helieve 2000,

(. And did you then join NERA,
al that time?

A, That is correct

12 your CV that's next to the heading: 2 0 Did you have a different —

13 Previous empioymeni. 13 withdrawn.

14 Do you see that? 14 Were your responsibilities,

15 A, Right 15 m NERA, different than what your

16 (. 15 that == are those listed 16 responsibilitics had been at Comerstone?

17 chronologically in reverse order from the 17 A. 1donh believe so.

18 dates that you worked with these various 18 I did some sdditonal work in

19 companies? 19 intellecmal property. which | didn'tdo

20 A. That is comeck 20 a Comerstons, | was strictly in the

21 Q. Okay. Solet’s start with 21 finance practice at Comerstone.

22 the beginning. Afler you left the 22 Q. Why did you beave

23 Kellogg Graduate School of Management, 23 Comerstone?

24 you joined Cornerstone Research; is that 24 A, Mooey.

25 cogrect? 25 . S0 you bad a betier financial
Page 11 Page 13

| Dir. Adam Wemear 1 Dr. Adam Wemer

2 A, That is correet, 2 deal st NERA than you had gotien at

3 Q. Inwhat capacity did you join 3 Comerstone?

4 Comerstone? 4 A, Yeah

§ A, [don't remember my title, it 5 I had acwually originally

f was probably associate. & gone 1o Comerstone, and taken bess

7 Q. What were your job functions 7 money, and NERA kept offering me more

8 af that ime? § money. So. eventuslly, | took them up on

g A, Prepare expert reporns -- | 9 their offer.

10 mean, basically litigation consulting {10 . How long did you remain at

11 swfl. |11 NERA?

12 Basically, 1 did mostly |12 A. | believe ihnee vears.

13 securities work, and there were g bunch |13 . So that brings us to 2007,

14 of Windstar cases. which are these 114 or—

15 lawsuits against the federal government 5 A, 20037

16 by savings and loans = or were = | i6 Q. Oh, wait. I'm somry, I'm

17 think, actually, they're still going on, 17 sorry.

18 so 1 worked on those, as well. 18 You left Comerstone in 2000

19 Q. Wereyou— is it fair to 19 and joined NERA, okay.

20 describe your robe a1 Comerstone as mone 20 How long did you work for

21 of a support role, as opposed to the 21 NERA?

21 person who's actually providing the 22 A 1belteve | said three years.

23 testimony? 23 Q. So- okay, somry, getting

24 A, [Ddon't believe I ever 24 lost here on chronologic — got it. So

25 testified at Comerstone. 35 vou left NERA in 20035 1o join CRA I

4 (Pages 10 - 13)
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i Fage M Fage 16
i Dr. Adamm Wemner i Dr. Adam Wermner
2 International? 2 [ntemational?
3 A, No 3 A, Between four and five vears,
4 Q. Whatdid youdo - 4 Q. Sothat brings us to around
5 A, == 5 2008, 2008; cormect?
6 Q. I'msomy, goahead. 6 A, Correct,
7 A, 1tookayear off to bartend 7 Q. Okay. And what did vou do
B and sell wine. B then.
g8 Q. Andihen vou joined CRAT 8 A, So, when [ was at CRA, they
10 A, That is comect, 10 moved me down to Los Angeles, becnss
11 Q. Why did vou leave NERA o 11 thal's where their finance practice was
12 bartend and sell wine? 12 based out of, and on the West Coast. 1
13 Although, I think I can 13 then moved back to the Bay area,
14 imagine the answer 1o that. | 14 S0 that's when | went to
15 A, [sNERA on-is NERA 15 LitiNomics. And that was a group of
16 supporting you in this case? 16 former CRA people who had started another
17 Q. No 17 finm.
18 A, 1did no like people a1 18 0. 5o the reason was — the
19 NERA. 19 reason why you decided to leave CRA 15
20 Q. Fairenough, 20 because vou wanied fo retusn fo the Bay
121 Were vou asked to leave NERAT 21 area?
122 A Mo 2 A Correrl
123 Q. Were you working at NERA and 23 Q. How loag did vou work with
124 at Comerstone on the West Coast? 24 LitiNomics?
1:25 A Yes, 25 A, | believe about a year.
Fape 12 Puge |7
l Dir. Adam Werner l Dr. Adam Werner
{ 2 Q. Bo,inthe S5an Francisco 2 Q. Did you wani to change that?
3 area? 3 A. Mo,
4 A. Right 4 I was going o say that 1
5 Actually, I did some work for 5 wasu't an employes of LitiNomics.
b6 NERA in Mew Yaork, as well, | maybe spent [ Q. You were working as a —
7 six months here, 7 A, Asa-
B Q. 3o vou teok a vear off 1o B = 10897
9 bartend and 1o sell wine, and then you o A. Exactly.
10 decided to go back into the business of 10 Q. Asaconsuliam?
11 economics consulting, and vou joined CRA 11 Why did vou slop workingas a
12 International in — | guess my - 12 consultant fior LitiNomics, afier about a
13 hopefully, my math's betler now - is 13 wear?
14 that around 20057 i4 A, Trawvel,
15 A, 2004, 15 . Well, can you —
15 2. Okay, so T guess my math's 15 A, They wene =
17 not bemer yel 17 . - claborate?
I& And whai were vour job 18 A, They were located in Menlo
| 19 responsibilities, at CRA Inemational ? | 19 Park == or, actually, it was Mountaia
{20 A. Sameas my job 20 View. And, so, the commute was an hour
121 responsibilities st NERA and 21 each way every day, s0....
| 22 Comerstons — prepar: eXpert feports, 22 01 Ivwasn't working out for
|23 sopport other experts, testify - things 23 you?
|24 of that nature. 24 AL [ didn'tenjov it
|:5 Q. How long did you work for CRA 25 Q. Okay.

5 (Pages 14 - 17)
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Pige 13
Dr. Adam Werner

A. Driving, two hours a day.

Q. o, afer you left
LitiNomics, you joined Berkeley Economic
Consulting, vou had mentioned eartier
that, a1 the time, it had been staned by
two cther gentlemen?

A, Comect.

Q. Sovou went there as & —
what tvpe of capacity did you go there?

HﬁHHEEEEEE;IEE:Emmum-_.nh..aw.*

Page 20
Dr. Adam Wemer
Q. And how about today, how
about since you've joined Gnarus, have
you continued (o rep-- o work on behall
of both plaintiffs and defendants i
securities Htigation matters?
A.  I'm not sure Mve dome any
defendant work at Gnones,
). s there any reason for that?
I mean on vour side of the

212-279-5424

11 A, Same, 1094, equation —
12 Q. Sothisis - I'm being awful A. No.
13 1oday with my vears, but this is around Q. =or ks it that this is
14 2009 20107 . where the work has beey coming from, the
15 A. Correct i plainiiffs’ side?
6 Q. When vou -- when Berkeley was A. That is comect
17 subsumed by Gnarus, did the other . Soit's uot that you have an
18 employess of Berkeley go along with you, aversion fo representing defendants,
19 to join Gnarus? A. No, notat all,
M A,  Defive "employees”, In fact, you're welcome to
21 Q. Well, the other people tha hire me on your cases.
22 worked with you ar Berkeley. Q. T keep that in mind, thank
23 A | believe thar ks cormect. Y.
24 . So Berkeley ceases to exist Turning back, for a moment,
25 ioday? to Exhbibit 1 o your — Exhibit 1 to
Pagr 19 Page 21
1 Dr. Adam Werner 1 Dr. Adam Wemer
2 A. 1 believe thart is commect 2 Exhibit |, your declaration. You have an
3 . Okay. Andyouleft each of 3 extensive list of the matters that you've
4 these positious that we've been 4 been retained i, beginning on page 1,
5 discussing of your own volition; is that 5 continuing through [ guess page 6 —
6 correct? 6 approdimately, page 6.
7 A.  That is comect. 7 Have your — has your
B Q. Okay. I'mgoingioask youa k testimony, or any declaration that you've
9 general question, if if's 100 general let ¢ submitted in any of these cases, ever
10 me know and T'1l be more specific, but 10 besn excluded by a count?
11 during the time you worked at these other 11 A HNo
12 firms, before you -- sormy = before you IZ2 Q. Youlisi on page 1, under the
13 joined Berkeley, were you working 13 heading: Expert reports and testimony, 2
14 primarily on behalfl of plaimiffs, 14 series of cases, and on page 3 you have a
15 primarily on behalf of defendants, or 15 heading called: Experience.
16 both? 16 Can you explaim the
L7 ME. STRAUSS: Objection. 17 difference between the matters thar are
18 (o ahead. 18 listed under; Expert reports and
19 A, Ofboth 19 testimony and the matters that are listed
X Q. Didthat continue 1o be the {20 under: Expericnce?
|21 case when you joined Berkeley, that you |21 A, Well, I mean, the things that
22 worked for both plaintiffs and defendants 22 I've done expert testimony and reporis
23 in zecurities litipation matters? 23 in, and I think that's self-explanaiory.
24 A. Insecurities litigation 24 And, in the other cases, |
25 matiers, [ believe that's correct. 25 didn't submit reports on my behalf.
6 (Pages 18 - 21)
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Page 13 Puge 34 |
1 Dr. Adam Wemer 1 D, Adarn Werner
2 0. Thesedre cases where vou 2 A. ['mean, I'd be speculating.
3 either supported someone, another expert 3 . You can speculate.
4 who was submiiting a report of testimony, 4 I miean, [ understand you're
3 or vou never were asked to submit a 5 estimating, and I'm not <= vou koow, I'm
& report or iestimony; is that fair o say? | & not holding vou to an exact nuanber.
T A, [Ithink that's eorrect, | 7 A, Okay,
8 Q. Isthere any additional — g Cr [ Just wang 1o ged 8 sense.
% are there any additional matiers on which | o A, Okay, | would guess S0/50,
10 vou've been engaged as an expert that are J;H] . And I'm not sure if 1 asked
11 not listed in vour CV, that you can think 11 vou bafore, but did vou work for both
12 of & you sit here today? 12 plaintiffs and defendants a1 Berkeley?
13 A.  I'm sure there are but, as | i3 A. [ believe that is correct.
lel. it here today, 1 can’t think of any. 4 B, again, you're specifying
115 Q. Today, you know, this time, 15 in securities litigation?
|16 where you're working at Gnarus, 6 Q. | am, thank vou.
|17 approximately how much of your work is 17 A. | believe that is correct.
13 invelved in the securities litigation 13 ), 'Whatl opinion were you asked
19 matters? 19 to provide in this case, this litigation,
20 A.  Define "securities litigation 20 Hi-Crush litigation?
21 matters"? 21 Ao Tthink, if you tum 1o my
22 . Any lawsuits that are -- 22 repon - (pause) — I don't know if
23 arise under the federal securities laws. 23 that's paragraph 2: My opinions address
24 A.  Probably, 90 percent 24 the followmg marter: whether the market
25 Q. AndIknow you testified 25 for Hi-Crush's common units was efficient |
Page 13 Page 15
1 Dir, Adam Werner 1 D, Adam Wemer
2 earlier that, at Gnarus, you have been 2 during the class period.
3 working, to the best of vour knowledge, 3 ME. PARADISE: And, just for
4 wvou said, exclusively for plaintiffs. | 4 the record, the witness is
5 Before joining Gnarus - 5 referring to | guess paragraph 2 of
6 A I- &  Exhibit 1, his declaration.
7 Q= insecurities 7 Q. It says "opinions®, plural.
B litigation - in secuntes litigation § Isthat atypo? Because that appears (o
9 maters, | chought that's what you g me to be just one subject matter of your
10 testified 1o 10 opinion.
11 A I believe in securities 11 A, (Pause)
12 litigation matters, thai is comect 12 I believe that is correct,
13 Q. Right. And, just for the — 13 . Have you been — were you
| 14 make it simpier, when M'm asking vou 14 asked to provide any other opinion that
15 thess questions, when I don't specify, 15 you were not able 1o provide?
16 T'm asking for vour work in securities 16 A. No
17 litigation maters. 17 . And is it fair to say that
} A, Okay. I8 this Exhibit 1, your declamation,
19 Q. Priorto joining Gnarus, can |19 contains your opinion and the support for
20 vou give me an estimation as to the |20 your opinion?
21 percentage of work vou had done for 121 A. | believe that is comect.
22 plaintiffz, as opposed 1o defendants? IIE ). So, a5 you just answered, the
23 Just .- i3 opinion you've been asked 1o express in
24 A, In my entire history? 24 this case is whether the market for
25 Q. Yes 25 Hi-Crush's common units were efficient -- |
7 (Pages 22 - 25)
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Page 36 Page 28
| Dr. Adam Wemer 1 D, Adam Wemer
2 or, was efficient, during the ciass 2 A, The Armiec case. (Pause.)
3 period; is that ~ that's comect? 3 | beligve that’s jt.
4 A, [ beliewe that is corect ] Q. Was — i3 it falr to say that
5 Q. Have you previowsly been 5 each of those cases, and | count seven, |
6 retnined to testify on the issoe of 6 think vou've mentioned, was it your
7 whether or nod the market for a publicly- 7 opinion in each of those cases that the
B traded security was efficient? E market was efficienm1?
2 A Yes g A, [believe that is correct.
10 Q. Conwe just take a quick ook 10 Q. And was your opinkan rejecied
11 at Exhibit | and, just, if you could 11 inany of those cases?
12 identify, for the record, which of these iz In other words, did the coun
13 cases involved that — you know, that 13 or the finder of fact disagree with your
|14 opinion, and it could have been more than 14 opinion,
15 just that opindon, but at least the | 15 A. | belicve in the China
16 opinion as to whether or not the marker 16 Agritech case.
17 was efficient for the subject security. 17 Q. Was vour work, of your
118 MR STRAUSS: You mean 18 opinion, criticized by the court in any
19 Exhibit 1 1o Exhibit 17 19 of those cases?
20 ME. PARADISE: Exactly. 20 ME. STRAUSS: Objection.
21 A, Okay. b A.  Define "criticize".
22 MR, STRAUSS: [ just want (o 22 Q. Didthe court take issue with
23 be clear. 23 vour methodology, your conclusion, or any

24 ME. PARADISE: No. Thank 24 other aspect of your opinion?
25 wo. 25 ME. STRAUSS: Objection.
Page IT Page 20
1 Dr. Adam Wemer | 1 Dr. Adam Wemer
2 A, Okay. (Pause.) | 2 Go ahead.
3 The Ebix caxe; Eric Poole and 3 A, [ dont know hinw 1o answer
4 William Rhody versus Alange Energy Corp.; 4 thai question.
5 the Onent Paper case; the China Expert 5 Q. Whynot?
6 case; the China Agritech case — i Ao Tr's too broad.
| 7 Q. I'msorry, could you just 7 Q. What's too broad about it?
§ hold on one second 7 Oh, ['m sormy. 8 A. | mean, you're asking me for
9 Orient Paper. vou said, China 9 an opinion gbout a court. 1 don’t
0 Expert-- 10 know — | can't interpret what the court
11 MR, PARADISE: Do vou wani io 11 has said.
12 sesa copy of this, 50 you can see 12 Q. You didn't read the —- if
13 the names? 13 there was a decision issved - well,
14 THE COURT REPORTER: Til 14 fef's do it that way. Did the court in
15  have the exhibit, Il work with 15 any of those cases issue a decision which |
16 that Thank you so much 16 criticized or took issue with your
17 . Somy. So China Agritech, 17 opinion?
18 A. The National Avstralia Bank I8 MR. STRAUSS: Objection.
19 case, [ don't know if 1 = 1 did not 19 ). That vou're aware of.
20 submit & repodt in thal matier - or, no, 0 A, 1 don't believe sa,
21 1did - 1 don't recall. 21 Q. Do you know why — why the —
22 Q. I'msomy, where is the 22 was itthe court that rejected the market
23 Mational Auvstralia Bank case? 23 efficiency opinion in China Agritech or
{24 A, Pathway Investments. 24 was it a jury?
25 Q. O, okay. 25 MR. STRAUSS: Objestion.
8 (Pages 26 - 29)
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| Page 30 Fape 12
I Dr. Adam Wemner i Dr. Adam Werner
2 A, | believe it was the conrt, I expressing uncertainty,
' 3 Q. Doyouknow what the basis of 3 A Well, 1o the extent that you
4 the court's decision was? 4 measure inflation using event swudy
5 A, | believe the courl was § methodology, [ am aware of what the
6 confused over the fact that two expert & inflation might be in the alleged stock
T reports were submitted of market 7 as a result of the alleged bad act by
§ efficiency, and we looked at different B your client.
9 events and, for whatever reason, they & 0. Okay, bat that's a slightly
10 couldn reconcile that you can look ar | 10 different question than what T'm asking,
11 different events and — to datermine {1 20 bet mve try it again,
12 marked afficiency. 12 I'm asking whether or not
13 Q. Was the second expert report 13 you've been asked by Plaintiffs' counsal
14 offered on behalf of the defendants? 14 in this case to do any work to fore an
15 A. No {153 opinion & to what the alleged inflation
16 2. Are there -- two plaintiffs' {16 per share of Hi-Crush was during the
17 expert reports were offered. |17 class period.
18 A, Correct, | 18 THE WITNESS: I'm sommy,
19 . Did the - so, other than (19 could yoo read back the guestion?
20 looking at different events, did the 120 (The record was read.}
{21 other expert in that case apply a. — |2 A, T don't believe so.
22 apply the same methodology that you had 122 Q. Inthe past, when you've been
23 applied to evaluste whether or not the {23 asked and have rendered an opinion as w
24 market was efficient? |24 inflation per share, have vou done that
{25 A, [believe that is correct. 125 both on behalf of plaintiffs and
' Page 31 | Page 1
I Dr. Adam Wemer 1 Dr. Adam Wemner
2 Q. You'vealso-aslread your 2 defendants?
3 CV, it appears that vou've also been 3 ME. STRAUSS: Objection. You
4 retained in the past to estimate the 4  mean in other cases?
3 alleged inflation per share in certain 5 MR. PARADISE: Yes, | said
6 securities litigation matters; is that 6  "inthe past",
7 correct? 7 MR. STRAUSS: Fine,
8 A, Ibelieve that is correct. | 8 A, Define “render an opinion®7?
9 Q. Just for the sake of | & Q. Submit cither a declaration
10 completeness, you have not been asked 1o 110 or testify.
11 reader that opinion in this case; right? 11 A, Um - as 1 5it here, [ don't
12 ME. STRAUSS: Objection. 12 recall,
13 THE WITNESS: Could you read 13 Q. Let'stake alook at your CV,
14 back the question, please. 14 which is Exhibit | to Exhibit 1.
15 (The record was read.) 15 Starting with -- ['m just
16 MR PARADISE: And [ think 16 going to ask you, in the Hecla Mining,
17 there was & second question. 17 the Hecla Mining Securities Litigation |
18 {A portion of the record was 18 matter, where you issued a declaration on
1% read.) 19 investor losses, did that involve
20 A, [don't recall, 20 rendering an opinion as 1o inflation per
21 Q. Earlier, | had asked vou 21 share of the subject security? |
22 whether you had been aziced 1o render any 22 A 1 don¥ believe so.
23 opinions beyond that which you express in 3 Q. Okay. Were vou -- which side
24 paragraph 2, and vou said you don't 124 did you represent in — T'm somy —
25 believe you have, but now yeu're 125 which side did you appear as an expert |
9 (Pages 30 - 33)
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Page M Page 36
I Dir. Adam Wemer | Dr. Adam Werner
2 for in the Hetla Mining case? | 2 Q. Comect.
3 A, Plantiff 3 A. | don't believe so. |
4 0 The next one that appears to 4 Q. Okay.
5 involve some testimony as to damages is 5 THE WITNESS: Bun could you
fi the Shenk ease? f read back the question, please?
7 Looks like this was a 7 Make sure 've answered it
8 derivative action? 8  comectly.
g A Okay. g {The record was read.)
10 ). Do vou see that? n A, [ donit believe so.
11 Wiz there any work in that 11 . Inthose cases where you did
12 case where you were required to express 12 render gn opinion as fo the alleged
13 an opinion as to alleged inflation per 13 inflation per share, how did you go abow
14 share? 14 coming up with the number, you know, the
15 A 1dont believe so. 15 alleged inflation.
16 ). Dad you also represent the 16 ME. STRALISS: Oblection to
17 Plamtiff in that case? 17 form.
18 A. ldid I8 A. [didan event study.
19 Q. I'mjustgoing to ask the 19 Q. Anvthing beyond doing an
20 same question, just go down the list for 20 event study?
21 asecomd. 21 A. | dont know how to answer
22 A Ok 22 that question,
23 Q. How about the BP case? 23 Q. Okay. Well, let's take it — |
24 A. don't recall. 24 let's break that down 2 little bit,
25 ). The Tripath Technology case? 3 So you do an event study, and
Page 15 Page 1
1 Dv. Adam Wemer 1 Dr. Adam Wermner
2 A. That - om share inflatio, 2 then how do vou apply the resalis of an
3 no. 3 evenl study 1o determine what the alleged
4 Q. How ahout Alslie and Muriel 4 inflation per share is?
5 Marentette versus CV Technologies? 5 A, Well, 1 usually measure the
6 A Ibelievesp, 6 abnormal return around the alleged = |
7 Q. Andwhodid you represant - 7 don't know, | don't know what you wang to
E Tm somy. & call it - the alleged date, for want of
9 On whose side did you appear 9 @ better term.
10 a8 an expert in that case? 10 ). The date of disclosure?
11 A, The Flaintiffs. 11 A, The date of disclosure, there
12 Q. Letme seeifl cancut 12 we go, and use that as a measure of
13 through this, because you said you 13 inflation
14 werent sure if you testified on behalf 14 Q. And then what do Yo = let
15 of defendants as to inflation per share, 15 me help you out.
16 0] take it vou looked at this list, are 16 Do you take that alleged
17 any of the cises on this list ones in [ 17 inflation and back it - take it back 1o
18 which you appeared on behalf of I8 the date of the alleged fraud?
19 defendanis in the situmion where you 19 A, What do you mean by “take
{20 were asked -~ where you rendered an 20 back"?
21 opinion as 1o inflation per share? l | Q. Well, how do you — well, l&
22 A. "Thislist" being — 22 me ask a different question. actually.
k! ). Thelist— 23 ‘What do you — 50 you
24 A, = the list that's defined 24 determine the alleged inflation as of the
25 under: Expert repons and testimony? 25 date of the — what's called the
10 (Pages 34 - 37)
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P-anﬂi Page 40
I Dr. Adam Wemer | § Dr, Adam Werner
2 “comective disclosure"; is that fair 1o 2 ‘was — and you can refier 1o your
3 say? 3 declaration, if vou would like, bat, if
4 A, Olay. 4 vou remember, is that the information
5 . And then, what do you do with 5 that was revealed ip a press release that
6 that inflation? Do vou apply it to the 6 ‘was issued on November 13th, 20127
T shares that were acquired at the 7 A. [ believe that is comect.
8 beginning of the class period to the 8 Q. Well ke alook at that
9 shares thal were acquired throughout the B presa releass a litthe bit later, and
10 class period? 10 T ask zome more questions about i1,
n How do you come up with a 11 but I'm gong to move on, for the ime
12 damages number? 12 being.
13 AL Are vou talking aboul a case 13 Coming back 1o your answer 1o
14 with one disclosure? 14 mYy question before, about how you go
15 Q. Well star with that, 15 about applying the inflation to determine
16 A, Yezh, I'd estimate the number 16 the amount of damages, you sald that you
| 17 of damage shares and apply that inflation 17 have 1o look at the mumber of damage
{ 18 to the — to the damage shares, 18 shares?
|19 3. And what = do vou do 19 A, Youhave (o estimate the
120 something differently when there’s more 20 number of damage shares.
{21 than one disclosure? 21 . How do you go about doing
i A. Mot necessarily, but then yvou 122 tha?
| 23 have — you know, you have differemt {23 A, Using a trading model.
124 types of people who are damaged. (24 Q. [sthat a trading model that
| 25 You'll have - 50, if you 125 vou construct? |
Page 3% Page 1
1 Dr. Adam Werner 1 Dr. Adam Werner
2 have moltiple disclosures, you'll have . 2 A. | "construct” meaning?
3 whai we call in-and-ouf damages a3 well [ 3 € You putthe model together or
4 ms buy-and-hold damages, 4 13 there & model that's used in the
5 0. How many -- do vou have an 5 indusiry,
& opinion as o how many corrective 6 A. 1 don T know how o answer
T disclosures there were in the Hi-Crush 7 that question.
B case, this case? 8 0. Well, what tradimg model do
2 A, ldomnot. 8 you use to estimate the nomber of damage
10 Q. Have yvou nol looked at that? 10 shares?
11 Isthat - - 11 A, A trading model —
12 A. What do you mean, “not looked 12 (gesturing).
13 ar" it? 113 Q. Any?
{14 L. Inother words, have you not |14 5o where do you find this |
{15 looked a1 what disclosures were involved t15 trading modelT |
16 and not rendered - of, not come to an 16 A, It the same trading model |
17 opinion as to how many were comective 17 used at Cornerstone, WERA, and even my
18 disclosures, or is there soane other I8 past employers.
19 reason why you don't have an opinion? 5 I mean, [ don't - | don't
0 A Imean, [ don'l believe I 20 know how to answer this question.
21 have Tormed an opindion on that, but | 21 It's the trading — ifs
22 believe there - according 1o the filings 22 the trading - the standard trading model
23 1n this case, there appears 10 be one 23 in the industry,
24 cormective disclosure af isue, 24 ). That's what I'm asking, okay,
25 Q. Is that the information tha 25 if's -
11 (Pages 38 - 41)
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Fage £2 Page i

[, Adar Weener I, Adam Wemer

1 1
2z A, But there are different 2 A, But ] may have left something
3 inputz that people put into those modeds, 3 out,
4 Q. Okay. no, | understand that, i (). Has vour — in those cases in
5 that's what | was getting at. 5 which vou have done this type of work,
[ It's & model that is used in & prepared this type of model, and then
7 ihe industry, you decide what inputs go 7 expressed an opinion, has your opinion
B imio the model 1o come up with your B been rejected by any courts?
9 estimate. B A Ho
10 A. | believe that is commect 10 . Asyou sit here today, do you
11 Q. If you are asked to render an 11 have any intention of developing and

12 opinion in this case as 1o the alleged 12 expressing any opinions beyond those that
13 damapes that were suffered a5 a result of 13 are comtained in your declaration -- in
14 the alleged omizsion in this case, wonld 14 vour declaration, which is Exhibit 17
15 wouapply that same model that you've 15 MR STRALSS: Objection.
16 used in dther casss? 16 A.  Ax T sit here today, | mean, |
17 ME. STRALISS: Ohjection. 17 1 don't know what the future holds =
18 Cio ahead. 18 Q. Okay.
19 A, Again, when You say "same 12 A, - 50 = [gesturing) — i1
20 model”, how do von define the "same 20 possible 1 will expoess different
21 model™? 21 opimions in the future.
2 . Well, I guess the model will 2 ). Buf you haven't bean — well,
231 chanpe depending on the inpnis. 15 that 23 let me ask it this way. Have you been
24 your point? 24 asked or told that you will be asked 1o
25  A. Correct. |25 express additional or different
Fage 41 Page 45
1 Dr. Adam Wermner 1 Dr. Adam Wemner
2 ). So maybe we'll call ita 2 opiniong -
3 "formula®, and then you put inputs into & 3 ME. STRAUSS: Ohjection.
4 formula 1o come up with the model -~ the 4 Q. - inthe future, in this
5 answer? 5 case?
f MR. STRAUSS: Objection. 6 A Idont-
7 A, D believe that's & fair 7 THE WITHESS: 'm sy, can
8 statement. | 8  you re-read the question?
& Q.  Generally, when vou've done g (The record was read. )
10 this type of work in the past, and 1 {10 MR. PARADISE: Than — there
11 understand you have not done it in this i} was a litthe bit more than that -
{12 ease, what inputs do you e 1o populate 12 than what's contained in =
113 your model? 13 {A portion of the record was
14 A, This is just for damage 14 read)
15 shares — my estimation of damage shares. 15 MR. STRAUSS: Objection,
16 Q. Correct. 16 .
17 A, Share volume, float, shares 17 THE WITNESS: 1apologize,
18 owstanding. 18 I'm going to have to = could you
19 I helieve those would be 19 re-read il, one more time.
20 the — well, 1 mean, vou'd also have 10 20 (A portion of the record was
21 make different assumptions based on what Z1 read.)
22 market the stock has traded in - um - 22 A, Idon't believe 50,
i Q. Anything else? 3 ).  Have you been engaged by
24 A. ITbelieve that's it. 24 Kirby Mclnemey in peior securities
25 Q. Okay, 25 litigation lawsuiis?
12 (Pages 42 - 45)
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i Page 16 | Pag 5k
I Dy, Addam Werner | Dr. Adam Wemer
2 A, Yes s ME. STRALUSS: Objection.
3 . How many? 3 You mean in oy other cases.
4 A, Just one, 4 ME. PARADISE: Yes.
5 Q. Which cage -- iz that case 5 A, 1dontbelieve so.
6 identified in your CV7 L Jumt mo we're chear, wiould
7 A Itis 7 you -
& Q. Whichoneis that? f Q. Yeah
° A. Under; Experience, 9 A, - redefine =
10 Securities and Finance, Citigroup 1M Q. Sure.
11 litigation. 11 A. = who Plaintiffs are?
2 ). And it says == if I'm reading 12 1 I's Hitg = H-I-T-E, all
13 this comectly, it says: Textifiad as 1o 13 caps— Hedge L., and HITE = all
14 damages and inflation in & securities 14 caps— MLPLP.
15 class action; is that right? 15 A. Yesh, Idon't believe so.
6 A, That is correct, but | wos 16 Q. And for future reference,
| 17 not swomn in. 17 - during the course of the deposition, i
1B . Can you explain? 18  it's okay with vou and Mr. Strauss, ['m
19 A, Yeah The - the judge had 1% going to refer to them 25 "Plaintiffs®.
20 some questions about = shoul seitlemenis 20 A, Okay.
21 and damage figures and, 30, | was -~ 21 Q. And for the Defendants,
22 while there was a public hearing, 1 was 22 because there are numerous Defendants in
23 on it by phone, s0 the judge asked me 23 the case, I'm just going 1o refer to them
24 questions by phone, but | was never 24 collectively as "Defendants®, unbess
25 formally swom in. 25 there is a reason for me to be specific.
Prge &7 Page 45
1 Dr. Adam Wemner 1 De. Adam Werner
2 . Did that case — iz that case 2 Isthat okay?
3 pending, currently pending? 3 A. That's fine.
4 A. [don't believe so. [ don't 4 MR. STRAUSS: And can | aslk,
5 know. 5 if you're referring to the class,
[ ME. STRAUSS: The settlement &  if you could just say "l class”.
7 is sl - 7 ME. PARADISE: Fair enough.
8 ME. PARADISE: Tl - B THE WITHESS: Righn
g ME. STRALISS: - in process, ¥ ME. STRAUSS: "The
10 ME. PARADISE: Fair, thank i0 Plaintiffs” means just for the
11 VoL 11 Plaimtiffs.
12 ). But your — and let me ask 12 MR. PARADISE: Fair enough.
13 wou this way, is your work on that case 13 xS0 let's talk about the |
14 concloded. 14 specifics of vour engagement in this
15 A, [ believe that is cormect 15 case,
16 Q. Have vou worked previously 16 When were you first contacted
17 with any of the lawvers from Kirby 17 by attorneys from Kirby Mclnemey 1o
IIB Mcinerney who ire working on this matier I8 potentially work as an expert in this
{19 when they were — if they were and when 19 caza?
20 they were - at any other law firms? 20 A, Maybe two or three monaths
{21 A, | doo't believe so. 21 ago.
|22 ©. Have you ever been retained 22 Q. And what - atihat time,
123 1o testify on behalf of the Plaintiffs - iII what did they ask you to do?
24 not the Plaintifiz' counse], but the |2-i A, [ believe they asked me to
25 Plainuffs in this lawsuit? {23 render an opinion on market efficiency.
13 (Pages 46 - 49)
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| Page 52
i Dr. Adam Wemer i Dr. Adam Wemor
2 . Was there any discussion, st 2 do?
3 that time, as 10 any other potential 3 A. 1 mean, I looked at = read
4 opinions you may be - you might be asked 4 spme newspaper reports, soane articles,
5 lorepder? 5 read some academic amicles, 1 gathered
6 MR. STRALSS: Objection. 6 some dati, or people gathered data a1 my
7 A. Mol tha | recall. 7 behest, performed some analysis on that
5 MR, STRALSS: All right if we B data, then put that analysis info this
G takea bresk? 5 (indicating) report.
1] MR. PARADISE: Sure. o ). The people that gathered data
11 DT the record. 11 for you, are those people that were
12 (Recess taken: 10:55 a.m. - 12 also = I'm using the word "working for”
13 L1209 a.m.) 13 but not in the W-2 sense,
14 MR. PARADISE: Arewe back 14 A. | understand, i
15  on? 15 ©. Butthere's also people who I
16 BY ME. PARADISE: 16 came to work at Gnarus every day? |
;t'.f 2. Do you have ~ do you need to 17 A, Every day?
18 change any answers that you gave before 18 Q. Tha were consulting with
19 the break? 12 Gnarnus?
M A 1don' belisve so. 10 I'm trving 1o ask it n a way
21 Q. S0, coming back to your work 21 to not make them W-2 employees.
22 on this engagement, you told me that you 22 - -A. Right
23 were conptacied about two or three months 23 Q. 1don't wanl to get them in
24 apo and asked to render an opinion as to 24 any trouble.
2% market cfficiency, 25 A. 1 don't believe they came to
Page 5 Page 43
| Dre, Adpm Werner 1 Dr. Adam Wemer
2 What did vou do next, after 2 work every day, but yes, I
3 that eall? 3 0. Did you also — were you glsoe
4 A Withregards 107 4 assisted in the gathering of data that
5 . Toperform your work on this 5 you needed to 40 your work, were you
6 case. 6 assisted by Plaintiffs' counsel at all?
7 A. [believe I ran a conflict 7 A, 1don't beliove s0.
8 check. 1had our general counsel draft B Q. Who drafted your declaration?
9 an engagement letter, which | believe was 9 A [did
10 transmitted somehow, either 10 . Did anybody else participate
11 elecironically or through the mail, 11 in drafling your declaration?
12 to = I believe Mr. Strauss. Then | 12 A, Define "participate™?
I3 staried doing research, 13 . Did anybody else put pen to
14 Q. Well, let's go 1o the 14 paper to write any of the words that are
15 research part. 15 contained in your declaration.
16 S0 what steps did you take to 16 A, 1believe counsel may have
17 be ahle 1o render the opinion that you 17 made some grammatical changes.
18 were asked to render? 18 Q. By "counsel®, you're
19 A, [mean, that's an overly 19 referring to Kirty Mclnemey?
20 broad question. 20 A. Correct
(21 Can you compartmentalize it 21 Q. Bul, as far as people at
22 somehow? 22 Cmares, it was primanly or solely you?
3 Q. Well, vou just said you did 13 A, |believe that Is commect —~
24 some research, so we'll siart with that. 24 oh, po. Someone may have drafied the '
25 What type of research did you 25 section on the background. |
14 (Pages 50 - 53)
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Page 54 Page 56
1 Dr. Adam Wemer I Dr. Adam Wemner
2 Q. Itake it vou reviewsd il and 2 ifyou're instructing him not to
3 edired it fo your satisfaction? 3 apswer, instroct him ool 1o answer.
4 A. Correct, 4 Well, let's inke it — Jet’s
8 0, How many -- well, withdrawn, 5 first find owt whether or oot there
& Did you subvmit any drafts for L] were = [ dor't even know if there
T the declaration to Kirby Mclnemey before 7 were other drafis.
g {inalizing the declaration that has bean 5 (). Sowere there any other
9 marked as Exhibit 17 % drafis of your declaration priog to
10 A, Define "submitted™? 10 Exhibit 1, [indicating)?
11 ). Send to them, transmit (o 11 A, Define "drafis”®,
12 them, e-mail to them? 12 Q. A version of what is Exhibi
13 ME. STRALIZS: T'm going to 13 1 that's different from Exhiba 1.
14 object to that. 14 MR. STRAUSS: Objection.
15 I mean, you're askmg for 15 A.  "Dafferent™ how?
16 communications beiween the expert 16 Q. Dr. Wemer, you don't know
17 and coumse] that aren’t within 17 what "drafts™ mean? | mean, ane you for
18 the == vou know, within the scope 18 real? You really don’t know what a
19 of the rule about whal you can ask 19 “drafi” 157
20 about {20 A "draft” is a document that
21 If you want to ask him what {21 you put together a5 a piece of work, you
|22 opinion he was asked to render, 22 submit it to somebody, and 1then someons
(23 what facts or data he was provided, 23 says: |don't like the way this reads,
4 that's all fair game but, you know, 124 or: [ don't like the way that reads, and
|25 you're sort of intruding on other ‘25 you revise it and you have a second
| Page 55 Page 57
1 Dy, Adam Werner 1 De. Adam Werner
2 types of communications. and I'm 2 draft, and then you go through the same
3 going to object 1o that, and ask 3 process again, and you have a third
4 him not 1o answer iL 4 draft.
5 MR. PARADISE: Well, | domt 5 I'm just asking, were there
& agree with you. & numerons drafis of what ultimetely became
7 I think that if the expen 7 Exhibii 1. That's all I'm askmg.
B prepared earlier drafts of his B Its really not a difficult
%  declaration and they were submitted 9 question.
L] to counsel amd then they were 1o ME. STRALUSS: Can | help? |
11 changed, I'm entitled to lovow that, i1 MR. PARADISE: Sure. |
i2 50 I'm not Zking him any 12 MR. STRAUSS: If someone
13 communications you've had, 'm 13 corrects a citation or inserts a
IH asking him did he submir other 14 page num ber or a reference o a
15 drafis o Kirby Mclnemey, 17 we 15 paragraph of a complaint, does that
| 16 ©eL inko communicanons, we'll slow 16 make it & different deafi?
L7 down a lHide bir, 17 ME. PARADISE: Yes --
15 MR, STRALUSS: If you start 18 ME. STRAUSS: Let's say, are
19 asking abowt the contents of those 19 you walking sboul material changes,
20 of what counsel sald about those, | 20 maerially-differem drafis? Do
1 that's gomg o be - that's off- (21 you want 10 ask him if there was a
22 limits, and 1 think that's whene {21 materially-different draft that was
23 you're going, 123 submitted?
24 ME. PARADISE: Oh, okay, we 24 MR. PARATISE: 1 understand.
|33 can agree io disagree on that, but &3 He -
15 (Pages 54 - 57)
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Page 51 | Page &8

1 Dr. Adam Wemer | 1 Dx, Adam Werner

2 You've already said that you 2 think $4735 an hour for this engagement?
3 think that counsezl may have corrected 3 A,  1believe thal is correct.

4 some typos. 4 ) Have you - are you being

5 A. | believe that is comect. % paid on an ongoing basis or is the

& (), Dkay, 50 'm nol concemsed & payment deferred until the end of the

7 with tvpos. 7 matter?

g I'm asking substantively g A Ongoing

9 different — you know, & substantively- 9 ). Howmuch have you been paid
10 different drafl that had & different 10 10 date, B vou know, or how much has
11 opinion or didn't express something that 11 Gnarug been paid to date, if you know?
12 is now contained in this apinion, that's 12 A, Somewhere between twenty and
13 what I'm getting at. 13 thirty thousand dollars,

14 A, Mo, 14 ).  Apain, | know this may be

15 Q. Okay. 15 difficult, but I'm asking you 1o

16 A, Andthat's why | needed 1o 16 estimate, how much time would you
17 clarify - 17 estimate you put into drafting your

12 Q. Mel- 18 declaration, including the work you did
1% A, = "draft”. 19 up until the time when you started

0 Q. - understand. Okay. 20 drafting it?

2] You don't mean — you weren't el | A. Did 1 personally -

12 really asking me what "drafts” means, 22 Q: Yes

231 you're really more asking me what am | 23 A, = spend?

24 asking you about in terms of differemt 24 Maybe 40 hours? 50 hours?

25 dmfis. 25 Q. Istet-—

Page 5% Page &l |

i D, Adam Wemer 1 Dr. Adam Wemes

1 A Right, if you're talking I A I'mspecolating, [ honestly

3 about confent o = 3 don't know.

4 0. Undersipod, 4 2. 1 undepstand.

5 Have vou had any discussions A Let me ask it this way, Iz
| & with any representatives of Plaintiffs, & the amount of time that you put into this
T and as we discussed carfier that means 7 project, or this engagement,

g the two HITE entities, concerning your £ substantively different than the amount
0 work on this matber? 9 of time vou've put into other

10 A, 1don' beligve 20, 10 engngements, where you've heen asked to
11 Q. You mentioned that your 11 render an opinion as o market

12 general counsel, or Gnanes's general 12 efficiency?

13 counsel, prepared an engagement letter 13 ME. STRAUSS: Objection.

14 that was submitted or transmitied to 14 A, Ddon't know.

15 Kirby McInemey, and then [ assume it was 15 Q. Is any portion of your - of

1& ultimasely signed; is that — 16 Gnarus's compensation for this matier
17 A. | belisve that is correct, 17 contingent on the outcome of the matter?
118 MR. PARADISE: 1 don't know 18 A No.

19 if we have received a copy of that 19 MR. PARADISE: Off the

20 ba, if we haven't, | request that 20 record.

21 we be provided a copy of that 21 (Discussion off the record. ) '
22 engagement letter. 22 Q. What — I'm going to sian

23 (REQUEST.) ‘23 broadly, and if vou can’t answer the

24 Q. Butvoumentioned in here |24 broad question I'll try to be more

25 that your rate — your hourly rate is | |25 specific but, just 10 move it along, did

212-279-9424
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Dir. Adam Wemer

vou do any réseasch or slash due
diligence on Fi-Crush to leam about jis
business in connection with the work: that
you did to express an opinion in this
matier?

A. [beliove so,

2. Can you generally describe
for me what you did?
10 A, | reviewed press releases,
11 mews stories, financials, SEC documents,
b Q. Did you review the
13 prospecius, the final prospectus that was
14 fssued, in connection with the initial

WO B e S LA e el B e

15 public offering?
[ 16 A. 1 dom't recall.
117 . Did you eoine to any

18 understanding, in connection with that
19 research, as 10 what the trends were in
20 Hi-Crush's business im the 3012 - you
21 know, mid-2012 time -

Page &2

1
2
3

Page 4
Dr. Adsm Wemer

mid-2012 time period, that was the

guestion,

ME. STRALUSS: Well,
ojection.

Q. And vou asked me 1o define
"irends”.

ME. STRAUSS: Tm going i
object becawse that's beyvond the
scope of the opinions. that he was
asked 1o render, and thar's the
subject matter of this depozition.

But go ahead, and ask if you
wani.

A, 1 mean, io the extent that [
knew what was going on With Hi-Crush, 1
mean, | understood what was poing on with
their business, | don't know if that
would be industry trends or, really, thai
woukd he under your purview of “trend”.
Q. You mentioned that von read

22 ME. STRAUSS: Objection. 22 SEC filings, and ] think that's also
23 Q. - peried? 123 contained in your list of documents on
24 A, Define *trends”. 24 which you relied, Exhibit 2.
15 Q. "Trends® meaning demand for 25 Can you be more specific, and
Fage 1 Page 83
| Dr. Adam Wesner 1 Dr. Adam Werner
2 the product. 2 feel - Exhibit 2 1o Exhibit 1, on page
3 And vou know what their 3 2, you justsay: Hi-Crush financials,
4 product is, [ assume; correci? 4 but I don't - yon don't identify any
5 A, I believe that is correct. | § specific ones,
f ).  Fracking sand - 6 We talked abmrt the
7 A. Comect 7 prospectus. Are there any others that
-3 ). = for proppanis? Okay. B wou can think of?
9 THE REPORTER: I'm somy, 9 A, There are 10-K's, there are
10 what did you say? 10 8-K's.
11 MHE. PARADISE: It's called 11 Q. And for what time period, if
12 fracking sand — frac sand for 12 you remember?
13 proppants — P-R-0-P-P-A-N-T-5. 13 A, 5o, believe it would be
14 MR. STRAUSS: Could you redo 14 2012, 2013.
15 the question, because thal was an 15 Q.  Can vou be specific as 1o
16 exceadingly long question, 16 which press releases hecause, again, you
411 interrupted by a number of things. I7 referred penerally to "press releases”,
|18 ME. PARADISE: Yes. I8 on page 2 of Exhibit 2 of Exhibit 1.
(19 ME. STRAUSS: Could yon just 19 A. | believe any of them that
{20 rephrase it? 20 are listed in my Appendix A,
121 MR. PARADISE: Yes 21 Q. As you sit here today, are
22 0. Did you = well; 1he question 22 you aware of who Hi-Crush congiders 1o be
23 was sbout whether vou did any research 23 itz main competifors?

24 finto trends in Hi-Crush's business in the 4 MR. STRAUSS: Objection.
25 mid-2012 - you know, beginning in the 25 A, Mot that I recall.
17 (Pages 62 - 63)
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Page 65 Pege 61
1 Dir. Admmn Werner i Dr. Adam Wemer
2 Q. Did you have any 2 0. InExhibit &, vou have a list
1 communicahions with any of the marke 1 of the market makers that covered
4 makers for Hi-Crush in connection with 4 Hi-Crush during the period from -- well,
5 the work that vou did 1o express your S wou have two separate periods --
| 6 opinion in this case? 6 A, 1wanttostop you, because |
7 A, "Market makers™ defined ns? 7 don't think you're using the terminology
] (). Entities that make markets B comecily.
9 for Hi-Crush. 9 Q. I'msomy.
[ A.  Sonolin s securities — 10 A, It's mol “market makers”.
11 like 28 MASDAC) market maker. M1 Q. You're right, I've made - |
12 MR STRAUSS: Are you talking 12 used the wrong term. "Analysts” - lel
13 abowt profit market makers? i3 me withdraw that question, start again.
14 MR. PARADISE: o, no, I'm |14 In Exhibit 6, you have a lis1
15 SOHTY. 15 of analvsts who issued reports or
16 Q. I'mtalking about a I6 otherwise followsd Hi-Crush during teo
17 designated market maker from the New York |17 different time periods. The first time
1% Stock Exchange or anybody else that 15 period I see iz August 15, 2012 o
19 trades in Hi-Crush's security, on 2 19 September 18th.
20 market-making basis, {20 Do you see that?
21 A. 1dont believe so. 21 A Comect.
22 (2. Did you review any analyst I'ﬂ . And then the second is
23 repons issved for Hi-Crush during the |21 September 19th through November 12th; is
|24 2012, 2013 time period? {24 that commect?
25 A, 1 believe so. 25 A, | believe it's through
Page 67 Pagr 59
1 Dr. Adam Wemer i Dy, Adam Wemer
2 Q. Asyousit bere today, can 2 November 12th -
1 you fell us which analyst réports you 3 Q. Righ.
4 reviewed? 4 A, =2013,
£ A [ remember reading the Baird 5 Q. 2013, correct.
& downgrade, | believe that was on & How many analysts were
7 Oxtober -- gither the 14th or the 15th, 7 following Hi-Crush during the class
§ Q. November? | think November. 8 period? And, by "the class period”, I'm
9 A November, yes, Movember 2012, 9 referring to the period from Sepiember
10 1 believe that's i, 10 19th, 2012 through November 12th. 2012.
11 I mean, 1 may have read other 11 A. | believe |t was either seven
12 ones, I don't recall as 1 sit here. That 12 or eigh.
13 one sticks out in my mind. 13 Let me look at my report
14 Q. There are other — 1 think 14 here.
15 there are pther analyst reporis 15 . Sure. Just make sune you
16 referenced in Appendix A, so feel free to 16 understond me comectly.
17 ook at that to see if it refreshes vour |17 I'm oaly asking now for the
18 memory. 1B class period, nod this extended test
19 A, Well I think - 19 period.
20 Q. Tha, you know, refreshes 0 A, Ah well, okay,
21 your memory that you might have locked m |21 Going back to Exhibit 6 —
22 others. 22 Q. |think - go ahead.
3 A (Pause) 23 A. Do vou have apen?
24 As st here, | dont 24 Q. Sure.
25 recall. 25 A, |know I can't mark this,
18 (Pages 66 - 6%)
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Puge 7 Page 72
1 Dor. Adaes Wermer 1 D, Adam Wemsr
2 Can | borrow a pad of paper, too? Thank 2 don't agree with my or you dispute my
3 you. (Writing.} 3 definltion of "covering”, 20 how do you
4 Okay. Going back to your 4 define "coverng™?
5 guestion, define "covering”, 5 How do you defing an analyst
& Q. Well, "covering” meaning 6 covering Hi-Crush?
T issuing research reports on Hi-Crush. 7 A, Well, an analyst cerainly
8§ A, Doyouhave a pen? & can be following the stock and not issue
9 (Discussion off the record. ) % actual reports.
10 A. Canwe go back io the 10 Q. Sohow many — under your
11 guestion? 11 definition, then, how many analysts do
12 THE WITNESS: Can you read 12 you believe were covering Hi-Crush during
13 the question? 13 the class period?
14 Q. Il just say 7t apain. 14 A (Pause.)
15 You asked me how do | define 15 Eight
16 “covering”, and | said issuing - 16 €. Whoare the other five,
17 analysts that were issuing research 17 besides the three we just idemified?
18 repoms. 18 A, (Pause)
19 A. On Hi-Crush, 19 Barclays, UBS, Robent W.
20 Q. Comect, 20 Baird - (pause) = 1 don't know if EVA
21 A, (Pause) 21 Dimensions was covering it during the
2 Define "the class peniod™? 22 class perigd — William Blair & Company.
3 Q. Ii's Hovember — 'm somy - 23 | think that's it.
24 September 19th, 2012 through November 24 Q. That's— I think thars
25 121k, 2012, 25 seven, if I counted right -- Barclays,
Page Ti Page 73 |
1 Dr. Adam Wemer 1 Dr. Adam Wemer
2 And that's also in your 2 UBS, Robert Baird, Williary Blair, and the
3 report, 50— 3 three that we had previously discussed.
4 A | believe that is eormect 4 A, Well, [ did mention UTBS.
5§ Q Well- 5 Q. Okay,so those would be the
& A. AndIwanted 1o make sure & eight
7 that you weren't talking about the 14th, '.f And what's your basis for
8§ Q. No,no,no. Lookat—if . 8 concluding that those other — even
& youlook &t Footnote 1, on page 1 of yonr 9 though they were not issuing research
10 report, yon mention, that is the same 10 reports, that those other frms were
11 class period. 11 covering Hi-Crush during that time?
12 A Righ 12 MR. STRAUSS: Objection.
13 So | will dispute your 13 A. 1don't know whether they
14 definition of "analyst coverage®. If 14 were or were not covering Hi-Cnsh during
15 you're asking me how many reporis wene 15 that time.
16 released by analysts during that time 16 I'm just saying it's possible
17 period, 1 believe thres. 17 that they covered thoss for Hi-Crush
18 ). And the three that you'te 1% during that time, as [ define "coverage”.
19 referring 1o are — three reports that 19 Q. Youare familiar with the
20 vou're refernng to are Raymond James, on 20 Cammer factors for measuting marked
21 October 9, 2012, RBC on October 16¢h, 21 efficiency; comect?
22 2012, and then Credit Suisse on October 22 A ] believe ] am.
23 1Tth, 20127 23 Q. What iz the - if you know,
24 A. 1 believe that's comect. {24 what is the standard that's &pplied (o
hli Q. Sowhat js = you said vou |:'j determining whether or not an anndys is I
19 (Pages 70 - 73)
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Page 4| Page
| Dr. Adam Wermner 1 Dr. Adam Werner
2 following or covering a company under | 2 "coverage"?
3 Cammer? | 3 0. Oh, no, said three analysts
4 Is 1t that they're issuing 4 who are issuing reports.
5 peports OF Bs it just that they're doing 5 A, Ah, okay. [don't know, one
& something else? 6 way orthe other.
7 A. | don't think Camuner defines 7 . Mo, my question is whether
! £ thar B vou've ever expresséd an opinion tha
9 ) [fthey're not issuing 9 three is enough 1o satisfy the Cammer
10 reports, is there some other wWay that you 10 factor.
1 believe these analysts are cofnniunicating in A, 1 don't pecall,
12 information that's being absorbed into 12 . Tuming back, for a moment,
13 the market for the price of the stock? 13 1o Exhibit 2, the list of the acadenic
14 A. Sure, They could be telling |14 articles and books that begins on page |
15 their salespeople what their opinions are 15 and then continues over to page 2.
16 of the siock. They could be going on TV 16 Diid vou read each of the
17 shows, |7 items that are histed there in connection
18 There is a whole host of ways |18 with the work that you did on this
19 they could be communicating information. | 19 matter? J
200 Q. Let's assume, for the sake of 0 MR, STRAUSS: Objection.
21 this question, that my definition is 21 A Atsome point
22 comect, and it means that they're 22 . Did anyone at — anyone other
23 actually issuing reports, and that there 23 than you, at Goarus review and then
24 are only three during the class period. 24 prepare summaries of any of these
25 Are yvou aware of any federal coury 25 natenials for vou't
Page 73 Page T
1 Dr. Adam Wemer 1 Dr. Adam Werner
2 decisions that have held that three 2 MR. STRAUSS: Objection.
3 amalysis covering a stock is a sufficiem 3 A The academie articles?
4 pymber o prove market efficiency under 4 Q. Correet.
5 the Cammer factors? 5 A No
[ MR. STRALSS: Objection. 6 Q. Andtumning to Appendix A,
T A, 1don't know, one way or thie 7 for aminute, the - there are - you
B other, § know, there are varous repons, data,
9 Q. Whynot? 9 articles, SEC filings, and press releases
10 MR. STRAUSS: Objection. 10 listed throughout Appendix A.
i1 A, Ifyou want 1o show e a 11 id vou read each of those
12 court opinion, I'm happy to look af it 12 items in connection with the work that
13 Q. Oh, I'n soery, vou are jast 13 wou performed on this matter?
14 mot aware of any reports; is that what 14 MR. STRALSS: Objection.
15 you maan? 15 A. Eachof those items
16 A, Yesh 16 separately?
17 Q. Ohay. Havevouever 17 Q. Yes
18 expressed an opinion in a case, other 18 MR. STRALUSS: Can you repeat
19 than Hi-Crush, that three analysts 19 the question, please?
) eovering the security s enough 1o 20 (The record was read.)
121 demonstrate market efficiency for that 21 A Eachof the iems? Ne -
‘22 Cammer factor? 22 well, again, define “item®.
13 ME. STRALISS: Objection | 1 only ask because, you know,
4 A, Asyou- I'm sory — as you ldthutmﬂmgsabnutla.\mmbmg
25 define "coverage® or as | define 25 filed, I didn't read the — all the |
20 (Pages 74 - 77)
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Page 7 | Page 80
i Dr. Adam Wemer | 1 Dr. Adam Wemer
2 lawsuits. You know, did | read — have ] 2 enalysis, and | asked you - [ 10ld you
3 read this press release summary? Yeah. 3 my definition was issuing reports, you |
4 5o I'm not really understanding the 4 told me that you doa't accept that |
5 question. 5 defimifion. |
B Q. Is it fair wo say that you 6 In your report, you're saying ]
T read the items that you believe were 7 thalt Cammer says -- followed a report, so
8 considered news for the company? § I'm trying to get an understanding as to
g A. That 1 considered news? 9 where you stand on all this, but now I
10 Q. Yes, inconnection with your 10 you've told me you don't think they have
11 event study. 11 tobe reporting on it.
12 A, "News". as defined by? 12 ME. STRAUSS: Objection. .
13 Q. Well, how do you define 13 You're asking him for a legal '
14 "news"? 14 opinion, and that's not what he's
15 You talk about pews in 15 here to testify about, and that's
16 connection with your declaration; don't 16  notwhat he testified about in his
17 you? 17 report, so-- but | object o your
18 A ldo |18 guestion.
19 Q. Righ 19 MR, PARADISE: 1 don't agres
20 A. Soone type of news is press |20 that I'm asking for a legal
21 releases, 121 opinion.
22 I ['m defining "news" as v He expressed the opinion that
23 that, did [ review those? Yes. 233 the second factor of Cammer's been
24 Q. Takealookat page 12 of 24 satisfied here by what | believe to
25 your declaration, for a moment, Exhibit 25 be three analysts issuing reports
Page 75 Pagr §1
1 Dir. Adam Wemer 1 Dir. Adam Werner
2 1, paragraph 29, 2 during the relevant time period.
3 The first sentence of 3 Dr. Wemer has told me now that he
4 paragraph 29 says, from vour declaration: | 4 doesn't agree with that definition.
3 The second facior under Cammer is that -~ | 3  Hethinks that other analysis
6 quote - it would be persuasive if a &  lalking to their customers on the
7 significant number of securities analysts T phione, or their salespeople, can
| 8 followed and reported on & company's B also be relevant, and I'm trying w0
| 9 stock - closed quotes. 9 understand how he can reconcile
10 Do vou agree with that 10 thal with Cammer, because Carnmer
11 statement? 11 secms 10 58y they have to also be
(12 A. Dolagree with that that's 2 reporting on it
13 what Cammer says? Yes, 13 . Sol'mtrying to understand
14 Q. Well, do vou also agree that 14 if there's some explanation you can give
15 that's what's persuasive? 15 me &5 (ohow you differentiate wha
{7 MR STRAUSS: Objection. 16 you've come 1o the conclusion of and what
17 A.  Persuasive o what? 17 Cammer says.
13 0. Persuasive to determining 18 MR. STRALSS: Right
19 whether or nol there's & sufficient 19 A. ldon't -
20 number of analysts to satisfy the analyst 20 ME. STRAUSS: Objection,
21 coverage fector of Cammer, 21 that's & legal argument, that's not
22 You t10ld-me before it didn't 22 aquestion abowt his opinion or his
23 matier if they were issuing reports or 231 analysis.
24 not, they could still be relevant and, in 24 Cio ahead,
25 your defimition, vou saw there were seven 25 A, Cammer doesn't define

21 (Pages 78 - :H.ﬁ
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10 Is that a legal opinion?

B A 1don't believe so,

12 ). 5o what makes thal nof a

{13 legal opinion and the question 'm asking
14 woua legal opinion, besides that yvour —
15 besides that Mr, Strauss said it was.

16 THE WITNESS: Could you
1T re-read the question, please?
18 ME. STRAUSS: Because this is

19 asking - is aboul market

20  efficiency, and he's testifying

21 about market efficiency.

[ 22 The prior question was about
|23 whether something satisfies a legal
{24 TequiremEnt.

|25 MR. PARADISE: (Indicating.)

| Page 1 Prer B4
| i v, Adam Werner L Dr. Adam Werner
2 "reported” for us, o | don't know what 2z ME STRALSS: And | domit
3 Cammer means by “reporied” = i know whether he's able to —
4 Q. Well, do vou think - 4 whether e knows ahout that.
5 A, - or"following®. 5 Go ahead.
& Q. Agamn, ifthe number is 68 A l--
7 three, you know, assuming for the sake of 7 MR. STRAUSS: Do you want her
£ this quistion that the number is three, §  torepeat the question? Hone inon
9 do you consider that a significant 9  what it was you asked?
10 number -~ a sufficiently-significant 10 MS. BRANDON: | think you
11 mumber of analysts 1o satisfy the second il want to g0 back o the question
12 Cammer factor? iz where he reads from paragraph 30,
13 MR STRALISS: Ohjection, 13 and from there,
14  Once again, you're asking him for a 14 {A portion of the record was
|15 lepal opinton and not foe his 18 read)
16  expert opinion or whal analysis he 16 A, 1belicve it's paragraph 29.
17 conduciad to get to his expert 17 MS. BRANDOMN: The lasi
1 opinion, it's beyond the scope of 18 quesiion was staried with paragraph
19 the deposition. 19 30 and then -~
20 o ahead. 20 (). The lasi sendence of
21 A. [ defer 1o counsel on this 2] 30,
22 one. 22 A, Oh, theu I'n asking aboul the
23 Q. Inwhatsense? 23 question before that.
24  A. Inthe sense that [ believe 24 THE WITNESS: O, just read
25 you are asking me for a legal opinion. 25 the last question.
Tags K3 Pege B5
1 Dr, Adam Werner | Dr. Adam Wemer
2 Q. Lookat paragraph 30, the 2 {A portion of the read was
3 last sentence of paragraph 30: Asa 3 read.)
4 result of my opinion that, while analysis 4  A. [really don't understand the
§ coverage implies there is interest in a 3 question.
& company and sscurities, significant ] Q. Well, you did need fo hear
7 analyst coverage is nol necessary to show T the prior question.
£ that a security is traded in an efficient B The prior question was asking
9 markel. % about whether you needed — essentially,

121
|2:

23
24
25

I'm poing 1o summarize i -— essentially,
1 was asking you about whether coverage
was required (o make an analyst relevant
for purposes of the Cammer factor; right?
Meaning that they were issuing reporis.
That's how we got off onto
this tangent in the first place, and you
said you didn't think that was - you
didn't agree with that definition. You
thought they don't necessarily have fo be
issuing a repor to be determined to be
covering it, the security.
Did 1 get that right?
A. 1 beligve that is comrect.
Q. Okay. And then | read to You
paragraph 29, the first sentence, and you

22 (Pages 82 - 85)
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Page kS | Page 58
1 Dr. Adam Wemer i Dir. Adam Werner
2 said, if | undersiood you correctly, that 2 1o define "sufficient®.
3 wou dont believe that Cammer defined 3 Q. Well, bow many snalysts is it
4 “reported”, 50 you're -- 1 think what | 4 that you need o be covering a stock, in
5 wvou're say¥ing & vou don't think it has 5 wvour opinion, 1o conclude from that that
6 tobe actually a written published report & there is market efficiency?
7 10 be reported; is that right? 7 ME. STRALUSS: Objection.
g A, | believe that is comect. B A, Ir's possible | could have no
9 Q. Okay. |gotit. |think we | 9 analyst coverage and the stock would be |
10 can move on, You know, we agree 1o | 10 truded in an efficient market.
Il disagree, I guess. I (). Agreed, because vou don't
12 Bui, my nexn guestion is, 12 meed to satisfy all the Cammer faciors.
|13 let's assume that I'm right, and 13 That's why I'm asking to satisfy the
|14 “reporied” means issuing a written 14 second Cammer fisctor, that was the whole
ili e, 15 thing I'm gewing aL 1o satizfy that
16 A Okay. 16 specific factor.
17 Q. And that there are three 17 A, If you want -~
| 18 analysis doing $0 during the class 18 ME. STEAUSS: That's why vour
|lE| period, which is what vou testifled to 1% question is a legal question and
|20 earlier, meaning there were three 20 notan expert question.
|21 analysts issuing repons about Hi-Crush. 1! MR. PARADISE: 1 disagree.
|22 A, Okay, A, I vou wam 1o show me the
(23 Q. Isthat a sufficient number 13 Cammer opinton, and show me where they
124 of analysts for purposes of establishing 24 talk about the number of analysts thal
|25 the second Cammer factor, in your 25 are sufficient, I' be happy to discuss
| Page &7 Page §7 |
1 Dr. Adam Wemner 1 Dr., Adam Werner
2 wopinion? 2 that with you, but | don't believe Cammer
3 ME. STRAUSS: Dhbjection. 3 states definitively that there have to be
4  Again, you're asking for o Jegal 4 acertam number of analysts, it just
5 opinion. 5 savs sufficient.
6 If you're asking him whether | & Again, you can define
T it's sufficient 10 establish market | 7 "sufficient” any way you want to.
8  efficiency from an economic point E 0 Okay. So,in your opinion,
g of view, | think that would be & 8 "zufficient” can be three or fewer than
10 wvalid question. but you're asking 10 three, | think is what you sre saying.
11 him for & legal opinion, and 1 11 A. I'm saying it's possible for
12 think that's beyond the scope of a 12 astock to trade in an efficient market
13 proper question in the deposition, 13 and not have any analyst coverage or it I
14 ME. PARADISE: Ofay, I think 14 could have 2 million snalysts covering
15 I understand your objection, | 15 it
16  think I'm short-circuiting ita 16 Market efficiency, in and of
17 little bit. 17 itself, is not poing to be establicshed by
& So bt mie, to satisfy you, 18 the number of analvats following a stock
19 I add 1o the question. 12 Q. Tuming to your opinion tha
20 Q. Isthree a sufficient number |20 you express at the end of paragraph 30,
21 to prove that the second Cammer factor {21 that T read into the record earlier?
22 has been establiched and, therefore, 22 A, Mm-hmm - okay.
23 there is market efficiency. 3 Q. I'm looking specifically a1
{24 ME. STRALSS: Obpection. 24 the second clause, which says:
izs A. So, first of all, | nesd you 25 Significant analyst coverage is not
23 (Pages 86 - 89)
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. Adam Wemer

Page #0

Page 42
Dr. Adam Wemer

1 i
| 2 necessary 1o show that a security s 2 that question.
| 1 draded in a suffjcient market 3 You said thal a marke! can be
4 15 thai a accepiable = is | 4 efficient with zero analysts covering it
| % that a peer-reviewed accepted opinion, 10 5 and it could also have — 1 can't
6 vour knowledge? & remember the numbar you used, it was &
7 A, "Peer-reviewed®? 7 wery large number, analysis covenng it
b 3. [n other words, i there any f and i can be efficient, buot if it can be
9 literature out theres that shares that 9 efficient or, in your opinion, can be
10 opinion, that you're aware of. 10 proven to be efficient with zero analyst
11 A, As]zit here, | don't know. 11 coverage, why did you bother even
12 Q. I Tunderstood you 12 including (his in your analvsis, this
13 eorrecaly, and we'll move off of this, | 13 Cammer factor two in Your analysis?
14 spologize for belaboring it. vou're 114 A, Because the court demands
15 saving is — analyst coverage is or can 15 that [ doiL
16 be irvelevant 1o determining market 16 Q. “Thecourt” being Cammer, or
17 efficiency; rght? 17 Judge McMahon in the Southern District of
18 A, Determining under what? 18 Mew York?
19 Q. Determining under the 19 A, Right
20 analysis that you performed and type of 20 ME. STRALISS: Objection
21 analysis that you performed in this case. a1 A. 1 believe Cammer.
2 THE WITHESS: I'm sorry, 22 . Allvight, What is your
23 coukd you read back the question? 23 definition of an “cfficient market™7
24 (A portion of the read was 24 In other words, what does
25 read. ) 25 that mean, when you say "a mu.l‘ﬁ.ﬂ“ii
Page #1 Page 33
Dr. Adam Werner 1 Dr. Adam Wemer

MR. STRAUSS: Objection.
A, | mean, look, thizis a
4 Cammer facior, | have to respond 1o that
5 in this report
6 To me, like | saxd, you can
7 have infinite analyst coverage of no
& analyst coverage, the stock iz still
9 trading in an efficiency market,
[[1] Going back 10 your question
11 about pear-reviewed articles, | can think
12 of numerous event study articles that
13 don't mention anything about analyst -
14 of, market efficiency studies, that don’
15 mention anyvthing about analyst coverage.
16 0. Soyou said vou had o
17 analyze this because it's one of the
{18 Cammer [sctors, but if it can be
19 efficient with 2ero market makers, why

1
2
3

| I0 was il necessary for you lo —
121 MR. STRALUSS: Objection, you
22 inean "analysts®.
23 MR PARADISE: T'inisormy,
24 you're right.
25 Q. Lefsstartover. Withdraw

2 efficient"?

3 A.  Tassume that it's semi-

4 strong form-efficient

5 . Can you explain what that

6 means, please?

7 A, Turmimng 10 My repart,

% paragraph 15, under the: Semi-strong
@ form of efficiency: Prices reflect not

10 just past prices but all other public

| 11 information, for example from the

II|:e imernet or financial press.

13 Q. Whatdoes it mean to s=y that
14 "a market is nod efficient™, in your

15 opinion, or your understandimg?

16 A Prices do not reflect past

17 prices or public information

18 Q. Youalso used the term

19 throughout — and 1 can give you some
{20 examples, you have used the tenm, or some
|21 derivation of the term, "mformationally
22 cfficient"?

23 Do you remen ber using that

24 term?

25 A, Ibelieve zo. !
24 (Pages 90 - 93)
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Pagge: 54
Dr. Adam Wemer
Q. I youtake 3 look st — do
you went me fo show You, Just 50 we're on
thie same page?
AL Sure.
€). Take paragraph 4 E, on page
7
efficiencies?
A, Ohay,
0. And then there are other
places where you'll say something is
informationally efficient, o cetera,
Can you just explain what you
15 mean by "informatiounlly efficient”?
16 A Iimeans that the information
17 that is reflecied in the stock price.

O o O LA e B e

1a
i
12
13
14

1 16 bond price would not respond (o
| 17 information, that [ woukd expect it to

| O, Adam Werner

£ market for this stock & ineflicient,

3 Amazingly enowgh, the plaintfTs don't
4 want me 10 submil & report in those

5 instances.

6 Q. Butdothey pay vou?

¥ A, They pay me.

§ 0, ODkay, fair enough.

o Do you remember what < in

10 those other cases 1o which you're

11 referring, or these other instances o

12 which you're referring, do you recall
13 what led you 1o conclude that the market
14 was inefficient?

15 A, The stock — or, the stock or

18 Q. Olkay. 5o 10s similar o the 18 respand to,
19 definition of what an "efficient market” 19 And, when 1 say
{20 is? 20 "information®, | shoald qualify that by
i: A, [ belicve that's comect. 21 saying "pew information®,
{22 . Cutside of work you've done 22 . And was that conclusion
{23 in connection with either testifying or 23 reached after conducting - if you
i24 preparing a report as an experl, 50, in 24 remember -~ was thal conclusion reached
|25 other words, in your academic life, have 25 after conducting an évent study?
Page 95 Page 7
| Dir. Adam Wemer 1 Dir. Adam Wemner
2 vou ever studied or done research into 2 A, [tcould have been.
3 market efficiency? | 3 I mean, [ could also eveball
4 A, Thars an overbroad — overly |4':t.
5 broad question. | believe the answer is 5 (). In your opinkoa, i& it
6 ves. | 6 possitde for the market — for a security
7 . Have yvou ever concluded that 7 1o be efficient during one time pericd
8 & market for & particular security was 8 but inefficient during another time
9 not efficien? 9 period?
10 A Yes 10 MR_ STRALISS: Objection.
11 Q. Audhave you ever done that (11 A Isit possible? Anything's
12 inany litigation, securities litigation? |12 possible.
13 A, [believe so, tlj 0. Have vou ever encountered
14 ) Canyou tell us which cases, |14 that situation, Where you looked at
15 as you sit here? 15 rrading over different fime periods for |
16 A, Notas [ sif here, 16 the same security and determined that in
17 I mean, I'd have o — when | 17 one time period it wasn't sufficient and
13 was at Cornerstone and NERA and CRA, | 18 in another it was?
19 must have done, | don't know, multiple 19 A, Mot that T recall
20 cases in which the expert found that the 20 Q  Wetalked earlier about the
21 market for the stock was inefficient. 21 class period, and T just wanted to
2 've certzinly found — been 22 confirm that, 10 vour knowledge, the
23 brought cases currently where I'm asked 23 class perid still starts or begins in
24 1o determine markel efficiency, and [ {24 this case on September 19th, 20127
25 will say: Based onmy determination, the |25 A.  That's my understanding.

25 (Pages 4 - 97)

VERITEXT REPORTING COMPANY

212-2719-9424

W ventext.com

212-490-3430



Case 1:21-md-02989-CMA Document 567-17 Entered on FLSD Docket 06/07/2023 Page 27 of
Case 1:12-cv-08557-CM Documentdft1 Filed 06/17/14 Page 27 of 114

| Tage ¥4 Page 1D
| 1 Dr. Adam Wermner i D, Adam Werner
2 based on the judge’s opinion. 2 during & presentation ot an industry
i Q. What - if you know, what 3 meeting, on Sepleinber 25th, 2012,
{4 happened on Seplember 1%9th, 2012 10 make 4 Hi-Crush eominued to promote Baker
| 5 that the start date for the class period? | 5 Hughes as an important long-term buyer of
6 Or what didn't happen, | shoubd say. 6 iis frac sand.
7 A. Well, other than the judge |'r Q. Okay. Socoming hack 1o my
8 determining that that was the stan of 8 question.
9 the class period? B Then, what accurred or did
10 0. She hasn't determined that I not occur oa Seplember 19 - what
11 yet, it'g- |11 occurred on Sepiember 19th, based on your
12 A, Well, then, I -- again, I'm 12 opinion, is that Hi-Crush received a
13 ot o lawyer, so that my reading of her 13 lener from Baker Hughes, notifying them
14 opinion was that she thought that the 14 that Baker Hughes was terminating the
15 class period started on — 15 coniract; is that comect?
16 Q. I'mgoing to-- L6 A, Ddor't believe that's my
17 A. - September ]9th 17 opinion.
& . Let me try it this way. L} 3. 1 sald in your opinkon, it's
119 Your - nol "your” - the 19 expressed in this paragraph you just
20 Plainilfs" counsel hag alleged the class 20 read.
121 period that begins on September 1%th. I3 21 MR. STRAUSS: Objection,
|22 it fair 1o say that you've sccepled that 22 Q. Youjust read me this
23 for purposes of your analysis and haven't |23 paragraph.
24 done any independent determination as to |24 Ao Correct,
25 when the class period should or should 1235 0. Okay, so that's whai I'n
Page 99 Page 101
1 Dr. Adam Werner 1 Dr. Adam Werner
2 not start? 2
3 A, Thatiscorect, but -~ 3 15 that the event that
4 Q. I'msorry, 2o ahead 4 pccurred on that date that makes that the
5 A, Well, 1 was just going back % siart of the class period.
fi 1o your quéestion on September 19th, B A, Well, you're —
| 7 If you go to paragraph 11, 7 ME. STRALUSS: [ dont think
| & which is page 5 of Exhibit 1 1o this 8 itsalleged
| 9 deposition: Then, on September 19, 2012, 9 THE WITHESS: Righi,
10 Baker Hughes notified Hi-Crush that it 10 A That's not my determination
11 was terminating its supply contract. 11 to make,
12 According 1o Baker Hughes — | |2 Q. Do you know, or have you
13 THE WITHESS: Am | going too 13 done, any independent research to
14 Fast? 14 determine when, during the day on
15 Q. Mo I"lj September 19th, Hi-Cruzh received a
16 THE COURT REPORTER: I'm | 16 letter from Baker Hughes?
17 there. 17 A. 1 dont belisve 50,
18 A, Nt foryou I8 Q. Arevou familiar with — you
19 - Hi-Crush had breached the 19 mentioned earlier Form §-K., are you
20 confidentiality clause of the supply 20 familiar with the instructions for Form |
21 contract by sitaching a version of the 21 8-K? |
| 72 comtract 1o s (PO registration 22 A, ™ot as | sit here.
|23 statement. Hi-Crush, however, did not 23 Q. Soiflwasioask you how
24 publicly disclose Baker Hughes' 24 many days after an event thi requires
| 25 determination until November, In fact, 25 disclosure, under Form 8-K, a registrant

26 (Pages 98 - 101)
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Page 103 Page 104
i Dr. Adam Wemer 1 Dr. Adam Werner
2 is obligated 1o file its Form 8-K, you 2 this - in their complaint, bul that was
¥ wouldni know the answer 1 that; would 3 when the information was reflected in the
4 wvou? 4 stock price.
5 MR. STRAUSS: Objection. 3 Q. Andwhat— do you know, of
6 A, [dontbelieve so. & are you aware — and you can certainly
7 Q. s it still your T refer 1o your repont — afe you aware of
% understanding, as vou sit here today, & what happened on November 12th with
9 that the class period ends on Movember 9 respect to Hi-Crush that - well, what
10 1Zth, 20127 10 occurred with respect 10 Hi-Crush on
i MR. STRAUSS: Objection. 11 November 12th, 20127
12 Q. Ifyou look at Footnate 1 on 12 A. (Pause)
13 page]l. 13 1 don't specifically recall.
4 A, 1 believe that is correcL 14 I 1 could look at the complaind.
15 Q). So, again like T acked you 15 ME. PARADISE: Do we have a
16 before, that date, yvou're taking that 16 copy of the complaint?
I7 from what's been alleged in this awsuit 17 MS. BRANDON: 1 think we do.
18 rather than any independent determination | 1E Q. While we're looking for that,
19 of your own; is that right? 19 1o me see if this helps.
| A, Well | guess, 0 Lok at paragraph 12 of your
21 0L Well, you seem puzrled. 21 declaration.
22 A. Youknow, again, I don't 22 A Right
23 think - you're asking me to make a legal 23 2. You have a reference in there
24 determination, which is not anyihing Mve 24 1o Movember 12,
25 thought about. 25 A, Oh
Page 103 Pags 105
1 Dr. Adam Werner 1 Dr. Adem Werner
2 It's nat my job to determine 2 Q. lcanrepresent io you that,
3 when and -- the class petiod should start 3 what happened, that you recite in here,
4 and end. 4 Is Hi-Crush formally terminated the
5 0. Mo, that's exactly what | 5 supply agreement.
6 asked you. Ididn't ask you to make a [ Do you see that?
T legal determination 7T A Yes
£ 1 =nid, you're accepting the B Q. Do yvou wand 1o still see the
% peripd that's been se1 forth in this 9 complaint?
10 lawsuit rather than having done anything 10 AL And its suit, Rled suit,
11 independent to determine when the class | 11 against Baker Hughes,
{12 period should end 12 Q. Right doyou still need to
{13 MR. STRAUSS: Objection. 13 see that, (indicating)?
|4 What do you mean by “accepting™? |14 A, MNo.
15 You mean that he's sccepting 85 an 15 Q. Tuming to page 2 of your
|16 assumption? 16 declaration, Footnote 2.
17 MR, PARADISE: Yes, 17 You discuss, in this
18 MR STRAUSS: Okay. 1% Footnote, the — what you call, or
| 2] A, 1 believe that's correct. 19 define, as the "test period”, which is
|20 I mean, the only thing 20 from September 19th, 2012 until November
{21 that = the only confusion | have about 21 13th, 2013,
|22 this point is that, you know, you see the 22 Do you see that?
|13 stock price reaction oo Movember 13th, 50 23 A, Yes,
24 do | consider that part of the class 4 Q. Okay. And you say, in
|25 period? Not as formally defined in 25 parenthetical, after November 1 3th, 2013
27 (Pages 102 - 105)
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Page 106
x. Adam Werner

a~ and this is the parenthetical: A

vear after the impact of the cormective

disclosure on Hi-Crush's stock price,

which | define as the "fest period”, you

continee on from there but for my

purposes I'm going to stop thers.

A Dy,

Q. What do vou mean by
"corrective disclosure™, 45 You use il in
11 Footme 27
12 A, | puess corrective of the
13 alieged fraud.

14 ). And what was the disclosuare
15 that you believe was corrective of the
16 alleged fraud, for purposes of your
17 (indicating) opiukon?

g ME. STRAUSS: Objection.
19 A. Woell, going back 10 the

B =l s e e e B o=

10

20 paragraph you pointed out -
21 Q12
22 A. Yesh, Hi-Crush formally

23 terminated its supply agreement ou
| 24 Movember 12h, 2012 bat, st the same

R T - AT TR e

T

12
23
24

Pags 108
Dir. Adam Werner
from a year from the corrective
disclosure, 50 I'm assuming, from that,
that the corrective disclosure hos some
significance to you, so | want io have
wour understanding as to what you
consider to be the corective distlosure,
to sec if thar's a valid time period that
vour're sing.

ME. STRALUSS: He testified
he's using that date as an
assunplion, nol that he rendered om
opinion on the corrective
disclosure period.

ME. PARADISE: Well, [ don't
think =0,

[ asked about on the class
period, be said he accepicd it, bl
I dou't think 1 asked him why he
used Movember 13th, so 1 can sk
him that guestion.

0. Why did vou use Movember
13th? What was the reason for using that
dateT

25 time, it filed suit against Baker Hughes, =5 A.  It's corrective of the
Page 107 Page 1%

1 Dr. Adam Wemer 1 Dr. Adam Wemer

2 secking damages — 2 omission of information.

3 Lﬂi;11-rrs WITNESS: Somy. 3 Q. Right and what was the

4 A - over the contract | 4 omission tha eocurted?

5 termination. 5  A. That Baker Hughes had

& . And whal misrepresentation or 6 temminated i5 contracl

7 omission do you believe this corrective 7 But let me — hold on one

8 disclosure corrected? § secoud.

9 MR. STRAUSS: Objection. u ME. STRALUSS: Are you ssking
10 Once ggain, vou're asking him for 10 him what happened on November 13th
11 legal couclusions, you're ol 11 or why he selectad November 13th,

12 asking him for - or, to recite the 12 a5 opposed 10 any odher daie, to

13 allegations, you're not asking him 13 start this test period? Is that

14 for his opimion or the analysis 14  whal youo're asking?

15 that Jed him 1o his opinion and, as |15 MR. PARADISE: Well, he said
16 soch, it's uol the proper scope of 16  he used November 13th in his

17  the deposition. |17 opimion as - because that's one

1% MR PARADISE: Oy, 1 18  year from the cormective

19 disagree. 19 disclosure, s0 I'm irying to

{200 Q. Butyoucan answer. 20 understand what makes him think

121 If vou don't have an opinion, 21  that was the corrective disclosure,

22 wyou can say: 1 don't have an opinion, 22 why was that the right date to

23 but you -- I'll just say, the reason | 23 sart from.

24 don't agree with Mark 15 because you say 24 MR. STRAUSS: November 13th,
25 vyou've created this test period thal runs 25 20137 -

28 (Pages 106 - 109)
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Fage 110
Dir. Adam Wemer

MRE. PARADISE: 12, he said
one year from that date, he said.
He's in the middle of

BNEWETINE, 50....

A, No, 'l stick with my
answer.

0. Okay. Why do you — did you
feel it was necessary to use (his tesi
period, which, as you point out, runs
fromm a Year - You know, a year following
the class periad, to establish or
determing whether the market for Hi-Crush
114 was efficient?

{15 A.  Becauss there was very litthe
| 16 information disclosed about Hi-Crush
{ 17 during the class period.

WO 98wl R Bfe e el B sem

o
11
12

13

Page 2
Dr. Adam Werner
A, Yes,
). But that was released on
November 13th, 20012
That's outside the class
period.
A, Mo, I believe — I mean ==
8 okay, now we're getting inlo semantics.
9 The tennin-- the information
10 was released either post-closing of the
11 market on the 12th versus — or prior to
12 the opening of the market on the 13th
13 L I'll reprasent to you that it
14 was the later, it was prior to the
15 opening on the 13th.
16 And I'm goimg to show you the
17 press release in a second.

wl R LA e Gl Bl =

{18 Now, that having been said, 1 18 A Okay. 1 dont under— for
19 would have besn more than happy to just 18 me, | don't understand the legal
20 look ol the clxss perind, where we have 20 distinction of why the class period ends
21 one significant disclosure that moves the 21 on the 12th versus the 13th and bhow, if
22 stock price, but ['m sure your experis 22 legally, whether you determine that if
23 would then complain about the Tact that | 23 information is released prior 10 o market
24 was only looking af a one- or two-moath 24 opening it should be reflected, the
25 period of time, and 1 was only looking at 25 correct proper date that you need 1o look
Page 111 Page 113
1 D¢, Adam Werner 1 Dir. Adam Wemer
2 one dizclosure, 2 at for the class pertod is the prior day,
3 So, I mean, I'd be happy 1o 3 1don know.
4 doit. The problem is, if I do it, you 4 Q. Okay, fair enough.
3 guys are going to complain about it, or 5 A, That's nothing | understand
& your — the people you hire are going to & or - but that's it
7 complain about it. That's why 1 did it 7 Q. Okay, so, but, just for the
8 . Well, but, are you saying - 8 record, the disclosure to which you are
9 o was that & hypothetical, are you 9 peferring, to which you referred carlier
10 zaying there was a significand disclosure 10 &= having occurred during the class
11 during the class period, that's defined 11 period, is the disclosure that you
12 as Sepiember 19th, 2012 o November 12th, 12 discuss in paragraph 12 (indicating) of
113 20127 13 vour declaration.
|14 A. T'm saying there was one I4 A, Iv's - disclosure,
15 significant piece of information released 15 conveyance of information, whatever vou
ilﬁ to the market during that time period. 16 weant i eal] jL
17 .  And what was tha? 17 ft's — 5o, yes, & press
18 A,  The = Hi-Crush formally 18 release was jssued, they filed a lawsuit
19 terminated its supply agreement on 19 [ believe on the prior day, | don't —
20 Movember 12th, 2012 while, at the same 20 Q. T'm just trving to establish
21 time, 11 filed suit apainst Baker Hughes 121 that there's no other disclosure that you
22 seeking damages over the confract {22 were referming to. That's all. You were
23 termination 23 refeming o this disclosure, whether it
24 . You're referring 10 paragraph {24 happensd on the 13th or ai the end of the
25 12 again? (25 12th, that's the disclosure that you're
29 (Pages 110 - 113)
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Page 114 Page 116
1 Dr. Adam Werner | Dir. Adam Werner
2 talking about. 2 Q. During this last break, did
3 A, | believe that 15 correct, 3 you and Mr. Strauss diseuss anything tha
4 . Okay. Let me just hand you 4 bears upon any of my prior questions or
5 the press release, just to show it fo 5 any of your prior answers?
& you, 50 cin se¢ the date on it, and all [ A.  1believe we discussed
7 that 7 analyst coverage.
8§ MR. PARADISE: Can you please B Q. Anything else?
&  mark this as Exhibit 27 9 A, Notthat | can think of
10 {Whereupon Deposition Exhibit 10 Q. Let'scome back, fora
11 2, Press reléase, dited November Il moment, to the tesi period that we were
12 | 3th, was miarked for 12 discussing.
13 identification, as of this dae.) 13 | don't have any questions on
14 A. Actually, you know what, can 14 the press release, just — on Exhibit 2,
15 1 take & break? 15 but 1 wanted to show it to you just to
16 Q. Sure 16 show you that it's dated November 13th,
17 {Recess iaken: 12:09 p.m. - 17 if you see at the beginning of the press
15 12:19 p.m.) 18 release there's & date, (indicating),
19 BY MR. PARADISE: 19 that was the oaly purpose of me showing
20 . Before we broke, | handed you 20 that io you at this poini.
21 what the court reporier has marked as {21 A. Right. But, in this press
22 Exhibit 2, just 50 we have it on the 22 release that is issued on November 1 3th,
23 record. |23 itspecifies: On Novenber 12th, 2012,
4 And vow you've advised me | 24 Hi-Crush formally terminated the supply
25 that you'd like wo clarify one of your 25 agreement and filed suit in the State
Page 115 Pape 117
{1 Dr. Adam Wemer 1 Dr. Adam Wemer
2 previous answers, [ believe? 2 Dastrict Court of the Harris County, that
i A. Comect. 3 in and of itself is information.
4 Q. Goahead. 4 Q. I'mnotdisagreeing with you
5 A, BSo,whenwe were talking 5 The only question is when was that
& about analyst coverage and analyst | & infonnation released to the market, and
7 following, | do want to point out that, T the date of the press release is November
8 in terms of companies that were following B 13th.
% Hi-Crush, as opposed to — as [ define 9 That's — that was the only
10 it, part of that was based on the idea 10 thing -
|11 that they had previously issued reports 11 A, Butthe lawsuit was filed on
12 om Hi-Crush, prior @ the elass pericd, 12 the 12th
[3 =0 that's, to me, evidence that — or, 13 3, Correct.
14 additional evidence that they were, in 14  A. That information - the fset
15 fact, following Hi-Crush, 15 that the lawsuit was filed on the 12th
16 Q. Just for the record, you're 16 would be comveyed 10 the market on the
17 referring to Exhibit 6 of Exhibit 1, and 17 12ih, if the market was still open, or in
18 wou're referring to the — some of the | 18 tenns of the calendar day, which scems to
19 brokerage firms that are listed as having 19 be what you're focusing on here, that was
20 iszued reports prior to the class period; 20 released on the 1 2th, that information
21 s that right? 21 about the lawsait, the fact that a
22 A, Comect. 22 lawszuil had been filed would have been
123 Q. Okay. lsthere anything 23 information on the 12th.
4 else? 24 Q. Tsityour opinion, or =1
25 A, No. 25 mean - [ mean, because | want 10 make
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Dr. Adam Wemer

sure I'm understanding you now, is it
your opinion that the market was awane
that the lawsuit had been filed on
Hovember 12th?

A, Define "the market".

Q. You used the word "market” in
FOUT answer.

A, Well —yh - dusing - |
10 defined “the market" as during trading
11 howurs, | do not believe thay the market
12 was aware of it on the 124h -
13 Q. Okay.
14 A, = during trading hours.
5 Anyone who owned shares in a
16 stock, who lives 24 hours a day, though,
17 may have seen thiz information after the
18 market closed.
I 0. Are you aware of any
20 published information on the intemef —
21 analyst reports, news reports, Motley
22 Fool, Seeking Alpha — any other source
23 of information, that reported, on
24 November 12th, whether it be duning or
25 after market hours, that Hi-Crush had

=R R - R P
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Page 120
Dr. Adam Werner

let's talk about — [ want to ik more

about the test period, becanse you

explained that there — that you didn't

feel there was - well, you said vou

thought that if you had used the period

of September 19th to —~ September Sth,

2012, through November | 2th, 2012, that

our experts would have criticized you as

using an insufficient period of time; is

that right? Is that fair?
A, Well, with regards to the

release —
Q. Right.
A, = of information.
0. 5o, that's why vou said you

used an extended period of time,

1= there anything about the

one-year period, is there any reason why

¥irl Went one yéar out from November - ||

guess November 13th, 2012, o November

13th, 20137
A, | mean, mosl — many event

stsdies w52 & one-year window 10 measune |

&% & measurement of time.

| Dxr. Adam Wermner
2 filed a lawsuit against Baker Hughes.
3 A. 1don't believe so, but hold
4 ona second, let me review Appendix A.
5 (Pause.)

& I don't believe so.
7 Q. And stay with Appendix A for

$ amoment if you don't mind,

g %o, looking at the date of

10 November 12th, did the - in vour event
11 study, did vour -- I'm sory, this is

2 vour eveni study, right?

13 A. Yes.

14 Q. Okay. Did the price of the

13 stock move on Novenber 12th in & manner
16 that suggests to you that the market

17 ah;u-rbndﬂr:msnfllwﬁllnguﬂj:m

18 lawsaon?

19 A, Did it move ma way —

20 0. Ina-let me use your

21 hingo, if you don't mind, 0 1'm using it
{22 right - did i move m a statistically-

|23 significant way on November 12th 20127
24 A, I did oot

'!15 . Okay. So let's stay — well,

Page 118
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Pape 121
Dr. Adarmn Wemner

Q. Sowou didnh look ata
different period of time and then, you
know, sort of cherry pick that one-year
period, because that was a favorable time
period; did you?

A, Mo

). Mow, when vou look at the
period outside of the class period,
right, so you're looking af that November
13, 2012 1o November i2th, 2013, is it
your opinjon that if the market for the
stock was efficient during that time
period or some, you know, time period
other than the class period that's at
Essue, that means that the market was
also efficient during the class period?

MR. STRAUSS: Objection.

). That was g bad question. Let
me rephrase the question.

A, Dhkay, | was going to say —

Q. Let me ask it more generally,
and then we'll get specific.

What I'm trying to gei af is,
in vour opinion, if the market for the
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Page 122 Page 124
I Ior. Adain Wemer 1 Dw. Adam Wemer
2 stock is efficient in one time period, 2 owside the cliss period, that's what I'm
3 does that mean it is always efficient? | 3 trying to say by “subsequent period”.
4 ME. STRALUSS: Objection. 4 A, That nforms my opinion.
§ A 1don't know how to answer | 5 Q. And,now, coming back to my
6 that & original question, that you said you
7 Q. Why? 7 dficdn't know bow 10 answer if, Gin you
§ A, 1mean, | don't know how to % explain to me how vou'ne able 1o
9 ancwer it g conclude, based on the presence of
10 That's my answer. 10 statistically-significant events during
i Q. Okay, then let's falk 11 this subsequent period = can we just
(12 specifically. 12 have an understanding that that means |
13 Do you agree with me that, in |13 November 13, 2012 through November 13,
14 your event study, Appendix A 1o Exhibit |14 20137
15 1, there are no statistically-significant |'15 A, Okay.
16 dates during the class period? 16 Q. How does that form your
17 So that's September 19, 2012 17 opinion that the market was efficient
18 through November 12, 2012, 18 during the class pericd?
19 And et me just further say 9 A, Well, there are no — | mean,
20 that I'm drawing that conclusion because 20 1doa't — you're right, | don't see any
21 1 don't see any asterisks during the 21 statistically-significant price
22 during the = during that time period, on 22 movenents, but there was also no
23 any of the dates, and I do see numerous 23 significant news issued during that
24 asterisks for the subsequent period of 24 period.
25 MNovember 13th, 2012 through Movember i So, I mean, if ] saw all
’ Page 123 Page 128
1 D, Adam Wermner i Dr. Adam Wemer
2 13th, 2013, 3o I'm assuming — sy, 2 sorts of crazy slock price movements on
3 it's very long — but I'm assuming that 3 no information, that might inform me that
4 the asterisks signify a statisticalky- 4 the stock wasn'L efficient,
5 significant date. [s that a fair s Q. So.lunderstand — 1 think I
6 assumption? 6 understand what you're saving == 50 is il
7 A, Thatis a fair asssumption, 7 fair to say that you're drawing an
B Q. MNow, after that long-winded 8 inference based upon your observation of
9 question, my question 10 you is, are % the subsequent time period that the
10 there any statictically-significant dates 10 market was also efficient during the
11 during the class period. 11 class period?
12 A. During the class period, 112 A. That's partof it Again, it
{13 again, I'm using your definition, or 13 informs my opinion.
| 14 everyone's defimtion -- 14 ).  What else informs your
15 O Right 15 opinion, besides that?
16 A, =of September |9h through 16 A, Well, I canlook at the
17 November 12th, no. 17 analyst coverage during the class peried,
18 Q. Okay. Sois it fair o say 18 wading volume during (he class period,
19 that your opinion in this case, that the 19 the fact that it was traded on the NYSE,
20 market is efficient — was cfficient 20 it had a designated marke1 maker, a $290
21 during the class period, is based on your 21 million company, the bidfask spread was
|?.1 observation of efficiency during the 22 less than I believe - | belleve it was
23 subsequent period of November — you 23 .49 percent, but | don't recall off the
24 know, wien | say "subsequent period”, 24 top of my head, which is Jess than the 2
15 if's parl of vour 18t period, but it's 15 percent threshold established in other
32 (Pages 122 - 125)
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| Fage 136 Page 128
| Dr. Adam Wemer 1 Dr. Adam Wemner
| 2 court cazes - um - (pause) — let's 2 T beawe i1 ot that,

3 see -- we can go — well, those are 3 Q. Let'sstay with Appendix A
| 4 cerainly exampies of things that mfonm 4 fora momernt.

5 my opinion, the absence of auto- 5 Just looking at1de first

6 correlation — 6 four entries, | motice that the data on

7 THE WITHESS: And this one is 7 the first four trading — you know, the

8  aough one, “sutocorrelation” — & first four trading dates that vou list

9  AUT-O-C-O-R-R-E-L-A-T-1-O-N, 9 there: September 19th, September 20th,
(10 Q. 5o, essentially, the 10 September 21, and Seplember 24, is afl
I1 other - and, again, | take it you are 11 identical, and that strikes me as maybe
112 referring or — referring to or 12 an error; is that --

13 consulting your opinion, your 13 A. Thbelieve that is an error.
114 declaration, paragraph 4, for those items 14 Q. Okay.
|15 you just listed to me, they're listed 15 A, Butlalso— I do know there
16 here among the letters umder the 16 was po statistically-significant price

17 paragraph 4; is that dght? 17 mevements on those dates.
{18 A, |believe so. 15 Q. Butthe data was not
119 Q. Okay. 19 replicated like this on those four days;
20 A, Imean ] wasdoing i off 20 was it? The trading day, the volume, the
21 the top of my head at the time, but | 2] price, the retam?
|22 believe that was comrect. 22 A.  AsTsit here, | don't know,
123 Q. Allright We're going to 23 bat I believe that you ame correct,
124 come 1o - we're going to talk about a 24 . Just- and just coming back
125 bunch of those as we move forward, but 25 1o your definition of "event window", for
| Page 127 Page 129
| 1 Drr. Adam Werner 1 Dr. Adam Wermer
| 2 it's fair to say — 50 I just wanied 1o 2 purposes of locking at Exhibi 7 -

3 make an understanding, though, that the 3 A Oh
| 4 event study itself, though, is being wsed 4 Q. —-my-
| 5 a5 an inference, that piece of your 5 A. 1 just marked this, I'm

& analysis is being used as an inference 6 soy,

7 for the class period. 7 Q. That's okay.

8 A Idomi-1guess|donh & MR. PARADISE: For the
| 9 understand the question because the $  recond, well note that the witness
| 10 event — the event study is the time 10 marked —
111 period that you Jook at with regards 1o 11 Q. Whatis that? What page is
(12 information. 12 that?
(13 What you're defining is the 13 A, Appendix A, the first page of
14 "event window” in which you estimate the | 14 Appendix A.
{15 event study, but you then use that, those 15 MHE. PARADISE: Off the
Ii1l‘.’r resulis, 1o book af = you can look ata 16  record.
|17 broader period. 17 {Discussion off the record.)
18 So T'm not quite under- 18 Q. Takealook at Exhibit 7 for
| 19 standing what you're talking about. 19 amoment.
(20 Q. The "event window"®, is that 0 T just want - on this event
:11 the — what do you consider the “event 21 study time period -- | mean — sorry, the
(21 window” in this case? 22 "event window", on Exhibit 7, the period
23 A, Movember 13th, 2012 1o 23 that you put down there is November 14,

|24 Movember 13th, 2013,

124 2012 1o November 13th. | don't know if

|25 That's the time that the 125 thats also just a typo?
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Fage 132 |

Page 11 |

1 Dr. Adam Werner | 1 D, Adam Wemer

2 A, No,that is November dth - | 2 (gesturing).

3 did net include the price reaction oo 3 Q. Backto Appendix A fora

4 November 131h in my analysis. 4 second,

5 . T'm looking at yours. Does 5 So, with respect to the dates

6 yours say November 147 Oh, okay. 6 that are asterisked, my - from reading
7 So the reason why you used 7 vour declaration and observing or

% that is -~ could you just explain thai 8 reviewing vour event study, my

9 again, why you didn't look at November 9 observation 15 that you starred those
10 13th? 10 days and have a t-stat of greater or —
11 A, 1did look at Movember 11 greater - equal to or greater than one
12 13th in my — 1 guess my confusion is, 18 12 ahsent value of 1.96; is that —

13 you - I'm not understandmg your 13 A. | believe that is -

14 definition of an "event study™. 14 Q. - comrect?

15 Could you define what you 15 A. - comect.

16 mean by "event study™? (16 Q. And thar's — if ['m reading
17 Q. Well, the only thing | mean 17 your report cosrectly, that corresponds
18 by "event study" i3 whatever you mean, 18 o8 confidence level of 95 percent; is
19 quite frankly, your event study. 19 that right?

20 A, Well, okay. Soldid M A. Comect.
21 estimate it - | did some regression 21 Q. Okay. Why do you -- why is
22 analysis over this time period, but the 22 that the confidence level that you chose
23 event study encapsulates the class 23 touse?

24 period. 24 A, Oftemirmes, that's the

25 Q. Yes, | understand that. 25 confidence level that an economist will

Page 131 Page 133

1 Dr. Adam Wemer 1 Dxr. Adam Wemer

2 You mentioned "event window" 2 use in doing an econometric analysis.
3 before, and you said — the period you | 3 Q. Other times, in your report,

4 told me was November 13th, 2012 10 4 | see references to & 99 percent

5 November — 5 confidence level and | &% saw some
i A. That was - & references to a 90 percent confidence
7T Q. —12th 2013 7 level.

8 T'm just trying to understand L] 99 percent, obviously, is

8 why here it's November 14th, @ higher than 95 percent, but do you also
10 A, Itis Mo— becaume [ shoald 10 consider, in certain circumstances, in
11 have said November | 4th. 11 this report — in this declaration, |

12 . That's whal I'm getting at, 12 keep calling it & "report” - in this

13 okay. 13 declaration, do you consider some of the
14 And, just o | understand, 14 events that had a statistical

15 why don't you start with November 13th - 15 significance of - I'm sorry — the

16 A. Becmme-— 16 confidence level of 90 percent, to be
17 Q. =2012 17 satistically-significant?

18 A. Right 18 A "The events"?

19 Because (hat was the day 19 Q. Or - let me — maybe |

20 where large information was released to 20 should show vou specifically what F'm.
2] the market Including that day would 21 talking sbout. H may be easier that
22 probably — | dos't want 1o say "mess 22 way.

23 up® = 23 For example, ook at

24 0. Skew? 24 49 for a moment.

25 A. Ttmight skew my analysis - 125 A, (Pmuse,) |
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Dr. Adam Werner

Oy,
3. Please read as much of it as
vou would like, but the sentence 1o which
I was referring. or am referring, is the
fourth sentence, beginning with: The
coefficient?
A. Right.
. Sothere yousee s
statistically— if savs: Statistically-
significant at a 90 percent confidence
level.
I'm just curious as 1o hew
vou wouold - how you reconcile the 95
percent confidence level with the 90
percent confidence level for purposes of
determiming how something is

P T, P S

i s eed EeE e e e
=] Ch LA £ W kb ==
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Page 134
Dr. Adam Werner

&t a ) percent confidence level —
closed parentheses — 10 the
net-of-markei industry index over
the event window.

). I'm just inving to understand
if it has arvy meaning with respect to
your gverall opinion about the efficiency
of the market.

ME. STRAUSS: Objection.

A. [ beligve it informs my
opinkon,

2. And does it suppori vour
opimon?

A. [ don't think that one piece
of information supporis or does not
SUPDOTE MY opinion

21 Werner says that the.common stock

21

18 statistically-significant. 18 Q. Doyouremember, is 90
19 ME. STRAUSS: Objecton 1% percent rounded? [s that a rounded
20 Q. Hvoudo. 200 number there?
21 A, Ir's what the confidence 21 And if you 1ake a look a1
22 Tevel is, it's 9 percent for this 22 Exhibit 7, bacause -
23 observation, or in this analysis. | 23 A. |believe it might have been.
24 don't know what else 1o 1ell wou about 24 ), Okay. Is that accepiable, 1o
25 that. 25 round up like that? Because | think,
Page 135 | Page 137
1 Dir. Adam Werner L1 Dr. Adam Wemer
2 I mean, by definition, i1's 2 technically, it was ai 9.6 percent. If
3 siatistically significant that a 90 3 you look at Exhibit 7, you have this peak
4 percent confidence level. 4 greater than an shsolute value of T of
5 ). What does that mean with 5 1M, 50—
b respect to your opinion about the 6 A, I'msorry, whai exhibit?
7 efficiency of the markel? [e. that it's 7 . Exinbir7.
8 statistically significant st a 90 percen g MR PARADISE: Off the
9 level versus being statistically [ 9  record '
10 significant at a 95 percent confidence 10 0. [FI'mdoing my math correct,
11 level, if anything? 11 it's actually a .89 — 896, and | just .
12 ME. STRALSS: Objection. 12 want 1o make sure that vou're rounding up
13 Which - what are you specifically 13 1907
14 referning 107 (14 A, Yooarecorrech
15 MR. PARADISE: Paragraph 49, 15 0. And just because I'm oot the
16 where it refers 10 the 1=stal of 16 experi, that's acceptabie. in your
17 1.67 being statistically 17 experience, to round up to 90 percent?
15 sipnificant af %0 percent 18 A. [don' — I've never
19 confidence level and then, later 19 seen = | don't know whether it's
20  on, inthat same paragraph, Dr, 20 acceptable or unacceptable.

I mean, tech-- you're more

22 returns are — I'm going o just 22 than welcome to change that 10 89,6,
23 read it: highly sengitive 1o 23 Q. That wouldn't change your
24 movements in the market index and 24 opinion; is tha —
|25 fairly sensitive — parenthetical — 25 A Mo
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Page 13| Tage 140

1 Dr. Adam Werner 1 Dr, Adam Wemer
2 Q. Okay. Interms of the five 2 for Exhibiis 7 and 8 than vou did for the
3 Cammer factors that you analyzed, do you 3 remainder of the exhibits,
4 consider any one of the five factors o 4 A.  lihink this poes to the
5 be more important than any other? 5 guestion that we discussed carlier, ahout
& A, "More important” from what & the definition of an "event study”.
T perspective? 7 Q. Could you enlighten me again,
B 0. More inportant or more B if vou don't mind?
9 waluable in defermining market g A, The control period is from
10 efficiency. 10 Movember 14, 2012 1o November 13, 2013,
11 A, I believe facior five is more 11 That's where | performed my regression
12 informative than the other factors. 12 analysis,
13 Q. In factor five — let's just 13 Q. Aud that's the control
14 fum 1o your declaration for @ moment | 14 period, because you — ] think, if 1
18 1t is discussed at the beginning on page | 15 understond you earlier, you wanted 1o
& 24, am I right, paragraph 617 16 eliminate the 13th because vou thought
(17 A, 1think it started earlier. 17 that might skew the resalts, and this is
s MS. BRANDON: Page 16. 18 aperiod that doesn't have an event that
[ 19 WE. KEABLE: Page 16, 19 would skew the results. s that the
20 Q. You'reright, [ apologize, 20 idea?
21 page 16 21 A. 1 don't know if this has an
22 A. Right 22 event that would skew the results of not,
23 Q. Okay. All right. I'm 23 b as this = us the 13th is the largest
24 looking a1 the exhibits that | think 24 stock price movernent, at least during
25 correspond o your analysis of factor 25 this entire period, I chose not 1o
Pago 175 Page 141
1 Dxv. Adam Wemer ! Dr. Adam Wemer
2 five, which | believe are Exhibits 7 and 2 inchade that,
38 3 Altematively, | could have
4 Is that — am [ right about 4 used - | eould have included that date
£ that? 5 and used the dummy variable 1o coerect
6  A. Thereare many exhibits, & for that large fluctuation in price.
7 there's more exhibits than that, 1 7 % And excuse my naivels hers
8 believe. & but, with respect to the exhibits beyoud
9 Exhibit 7 through — 1 9 Exhibits 7 and 8, so Exhibits 9 through
10 believe, Exhibit 13 —~ through Exhibit 10 14, the reason that you were able to use
11 13, speaks to factor five. 11 the entire test period, because You were
12 Q. I'm just looking — I'ni 12 oot performing your regression analysis
13 irying to get an understanding as to the 13 inthose exhibits? Is that — am |
14 time periods that you used for these 14 understanding you?
15 wvarious analyses that you performed. 15 'm just irying 1o understand
16 So | see that in Exhibit 7 16 why if's okay to use the longer period
17 and Exhibit 8 you use the penied of 17 for those other exhibits but, the shorter
18 Movember 14th through November 13th, 18 period, you fell it was imporiant (o use
19 which is & portion of your test period, 19 the shomer period for the Exhibits 7 and
20 but for Exhibits 9, 10, 11, 12, and 13 20 B
21 you used the entire test period - and 21 A. | mean, I'm look- [ use the
|22 14,1 spologize, and 14, 22 longer periods because F'm interested in
| 23 I'm just trying 1o get an 23 how the stock price reacts to information
|24 understanding as to why it is that you 24 during those periods.
25 used the different periods for these - 2% Q. B for Exhibits 7 and 8, .
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Page 142
D, Adam Wemer

you'te ool interested in that7?
That's what I'm frying to

undarstand.

A. 5o, 1he nature of an event
6 study i3 o test whether & stock responds
7 1o news; right? And pormally what you
£ want to do is you want to wse a clean
9 period, which isn't — which does not
10 have some kind of — vou know, I'm not
11 even quite sure how to explain it
12 What | did was the standard
13 event study methodology. Tt is what it
14 is.
15

I3 ==

LF e S

Q. And is this like an sutlier

Fage 182
Dr. Adam Werner
Movember [4th, 2012 io November
L 3th, 20013.
A. | believe that is comect.
), And the sample — and you
also mentioned a sample period.
B =
A Well =
Q. - what period is that?
A. That was my misuse of the
| 11 language.
112 Q. Olkay.
I3 A,  That, | should have said the
14 period in which | want & study how
15 information impacts the stock price.

A o - B LA B Ll R

15
16
17
18
19
20
21
2
23
24

the two terms vou used there, [ want 1o
make sure that 1 understand what vou mean
by i
S0 the "control periad”, for
these purposes, means the period of
Movember 14th, 2012 1o Movember 13th,
2013; correct?
A. 1-
MR STRAUSS: 1think it's
Kovember 4th.

23 MR. PARADISE: Righ, | sald

16 evem? You're rying o eliminate like | 16 2. Andis that the test period,
17 an outher event? 17T the full test period?
18 Is that the idea? 18 A Thatis the full tast period.
19 A, Well, I don't want to use the 19 Q. Gotit, okay.
20 term "outhier™, bul vou - 20 MR, PARADISE: Take abreak?
21 3. In other words - 21 MR STRALSS: Yes.
2 A, Youtryto-— 22 ME. PARADISE: Do you want to
i | 2. - an aberrational — 23 break for funch?
24 A Itslike any statistical 24 {Lamcheon recess: 12:50 p.m.)
25 test that you do; right? oL
Pags 147 Page 145
1 Dr. Adam Werner 1 Dr. Adam Wemer
2 1 want a control period and 2 AFTERNOON SESSION
3 then I look at my sample period. 1 used 3 (1:43 pm.)
| 4 the control period, so it doesn't — 4
5 whatever happens in the other period SDR, ADAM WERNER.
6 doesn't influence my control period. &  resumed, having been previously duly
7 Q. Okay, Andvyour cootrol T sworn, was examinegd and testified as
B period — 8 follows:
% A, Buitslike any scientific | 9
10 nt 10 MR. PARADISE: Dr, Wemer has
11 MR. PARADISE: Off the 11 iodicated that he'd like 1o
12 record 12 clanfy, or allempl to clarify, a
i3 {Discussion off the record.) 13 prior answer.
14 Q. 1justwant to ask you, just 14 CONTINUED EXAMINATION

15 BY MR. PARADISE:
16 Q. Goshead, please. '
17 A Yesh, [ think I was just -

18 before the break, my blood sugar was

| 19 crashing, 1 think | was fairly

| 20 inarticulate with regards to how one

121 conducts an event study.

{2 5o | just wanied Io point to

23 something like - [ mean, the methodology
24 1 use is very similar to that used in

125 the - this St John Law Review article,
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[, Adam Wemsr
by Ferrillo, Tabak, and Dunbar, that |
cited in my report.

There are other examples that
| can paint o that mirror discussions of
this type of methodology.

. And, jusi 1o be cleas, the

type of methodobogy you mean is the -
what you described as the use of a
10 control period, as opposed 1o the -
L1 A, Okay, can | have the article?
(12 Q. Yeah, sure, | want to make
13 sure [ understand what you're clarifying,
14 becouse | thoughs | undersiood your
15 mmSwer.
G A, Oh,
17 Q. Sovou talked about a control
18 period and then another period, which is
19 the period that you're evaluating, which
20 1 guess here would be the class peniod.
21 Isthat -

WO S =] O L e Lk B =

Page L4h

Dr. Adam Wemer

. Doesit apply 1o sy one of
the five Cammer factors?

A Well, you have wolume, which
Cammer factor one 1 believe i average
weekly volume, Bidask spread deals
with = that's a Krogman factor, 1
belbave,

Q. Could you spell thm?

A, Yeah K-R-O-GeM-A-N,

Market capitalization, that
goes 10 factor four as well as 1 believe
that's another — [ should say Cammer
| 14 fuctor four = & well a5 a Krogman
15 facior,

16 Q. Is Krogman a court decision
17 oris that an academic person?

18 A. Oh, it's & coust decision.

19 Here, 1 can —

20 L Look a1 -- if vou would, look
21 at the second page of Exhibit 3, on the

ki el
b o 3 WD D =] D% b Ss el B e

-
ad

22 A, Well, that would be the test 22 back - | den't know if it's double-
23 period. 23 sided - yeah, it's double-sided — the
24 . Right 24 line that's dated October 31, 20012,
25 A, | evaluate the test period — 25 ﬂnﬁsamup{:urphtuilﬂl.:ﬂ':wb#ﬁ
= Pags 147 Paj= 147
1 1 Dr. Adam Werner 1 Dr. Adam Wemer
1 Q. Okay 2 you have no data, and 1 just want 1o inake
3 A, —which includes the class 3 sure, is that an érror, is that &
i period. 4 mistake?
§ Q. Govit. Thank you, 5 A. Mo, Bloomberg did not have
f | want to come back o your 6 dala.
7 declaration and some of the other Cammer T Q. Oh, couldn’t you compute
8 factors, because we spent a lot - a 8 the = fior example, couldn’t you compute
8 bunch of time on factor five, which | 9 the dev's average bid/ask spread based on

10 want 1o come back to, as well, but | want
11 1o just get some of these other ones on
12 the record, for a second, and make sare
13 that | understand what's poing on with
14 these other exhibits, if vou will.

|15 So starting with — Exhibit
16 3.

17 A, [Is it Exhibit 3 to Exhibi1 17
I8 0. Yes

19 If you could just explain

) what Exhibit 3 is showing or what

21 conclusions you reached based on Exhibit
22 Jor-=

23 A, It's just more support with

24 regards o the efficiency of the market

25 for Hi-Crush

10 the information that vou do have?
11 A. No. Wepgetall the bidfask
12 spread data from Bloomberg.

13 3. Okay. 5o when it savs: No
14 dats, across October 31, in three places,
15 tha just meant that there's no data
16 available from Bloomberg.

17 A, CorrecL

18 Q. So, 'msorry, ook at the

19 column that's headed: Percentage of
2 outstandimg shares sold short, And
21 there's a formula there: C equals A
22 divided by B.

23 So, that one, you could have
24 just divided A by B; figt?

k] A, | believe, 1echnically, that

Puge L4E
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i Page 150 Pags 151
|I 1 Dy, Adam Wemer 1 Dy, Adam Wermner
Z is correct. 2 along, Tl tell you that, renmning the
3 I -- yeah, we get those 3 rest of the calculations, [ came up with
| 4 numbers from Bloomberg, as well. | 4 atumover — analyzed umover, of 269
5 mean - yes, [ = 5 percent.
& Q. [just wani to make — 6 A, [ believe — that looks like
T A, -—could have calcalated, T it would be in the ballpark.
8 0. Agamn, just for the purpose § Q. Would that have any impact on
9 of making sure | understand why it said 9 your ulumate opinion in this case?
10 nodata. 10 A. Mo It'sstill part of the
11 A, Assithere now, it's going 11 NYSE average, of 67 percent.
12 tobe 1,25 percant. 12 Q. I meant to ask vou earlier,
13 0. Exhibit 4 is just a 13 have you — in reviewing this, have vou
14 straight - s that just & straight 14 reviewsd the declaration, Exhibit 1,
15 computation that's made based ypon daa 15 since vou've submitted 117
16 that vou oblgined from some other source 16 Like, for example, did vou
17 or i that -- 17 review it in preparing for today?
18 A, Corect 18 A "This" (indicating) being
19 Q. Okay. Let's look at Exhibit 19 Exhibit 17
20 5 for a second. el 0 Yes
21 The aumber that vou have for 21 A, [ believe so.
|22 the line: Average traded volume per 22 0. Dnd you discover any ermors
123 wear, | went back with my wrusty old 123 ormistakes that needed to be comected? |
E'.‘.'.-I HP 12C, and did some math hege, and | 124 A, Obwviously ool |
|25 believe that | found a mistake, and I |25 Q. 1just wanted to getan
! Page 151 Page 153
I Dr. Adam Wemer 1 Dr. Adam Wemner
2 Just wanl 10 make sure vou agree with me. 2 understanding as 1o whether there ane any
3 D you have a calculator? 1 3 others that | might not have seen.
4 think we have - 4 Okay. Tuming to page 2 of
5 A. [can'tuse that thing. 5 your Exhibit 1, page 2 of Exhibit 1,
& ). Do you want to use this, & where vou list the various bases for your
7 {indicating)? 7 [finding of market efficiency, | want 1o
§ AL [cangelmy computer out and 3 talk for a moment about the letter E,
9 use It itself, that's — | 9 which is the strong correlation between
18 Q. Sure. 18 Hi-Crush's comnoen unit price and the
i1 MR, PARADISE: OfF the 'l[l movement in the market and the industry
12 record. |12 indices,
13 (D¥iscussion ofT the record.) (13 You chose -~ for the industry
14 Q. Justlook at: Average traded i1 indice that you compared Hi-Crush to, you
|15 volume per year, F equals E divided by D. 15 chose the Dow Jones — if I'm
|16 And. when [ ran that 16 understanding correctly, vou chose the
117 calculation, | came up with a much 17 Dow Jones Mining Industry --
I8 different number. 1came up with I8 A, | believe —
19 36,674,570, So I'm wanting to just make 19 Q. --Index?
{20 sure, is that an emor o 15 that - am | 20 A —that is comect.
21 doing something wrong? 21 Q. Why did vou choose the Mining
22 A, Chass period - (pause) -- 12 Industry [ndex?
23 (using caleulator) - no, you — that is 23 A, 1 believe that was — one of
24 an error. {24 the reasons was Hi-Crush was included in
25 Q. Does that - just speed this {25 it |
39 (Pages 150 - 153)
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Page 154 Fage 136
[ 1 Dir. Adam Wemer 1 Dr. Adam Wemer
2 I should say that, in deing | 2 companies within this index.
3 my sis, | excluded Hi-Crush from the 3 A, Comect
4 index 4 Q. Okay
5 . Do you know what the date of ] A, Cormect,
£ the — withdrvwn, 6 Q. Youmentioned that you
7 The companies that are T exchided Hi-Crush from the index that you
§ included in indexes change over time, so E used, but did you exclude any other
9 I'm trying to get an understanding as to | @ companies ar is it jost —
10 what date, vou krow, of the index vou 10 A, Just Hi-Crush,
11 looked at or examined, because the il ME. PARADISE: Sowe'll
12 indexes that 1 pulled up did not indicate 12 need - just for the record, we'll
13 that Hi-Crush is part of the index. And 13 need 1o see what the index was, |
14 we can show it to you, but ] don't know 14 guess, and then we can make the
15 if this is the one that you used, and you 15 assumption that Hi-Crush was
16 might have used something different, 1 16  eliminated.
17 don't know. 17 MR. STRALUSS: Sure,
1% MER. PARADISE: Lets mark 18 Q. Andthen | guess the
19  this as Exhibit 3, 19 weighting, was this a weighted index?
20 {Whereupan Deposition Exhibit (20 A, Equally weighted.
| 3. Document, DIUSMG Index, as of ]| Q. Oh it was equally weighted,
22 January 18th, 2013, was marked for 22 soit's not like -
23 identification, as of this date.) 23 A. Like =said, it was like 200
24 A.  Yeah — o, this i 24 companies ==
25 Q. Thisis — I'm going to ey 25 Q. Right, right, right. | got
Pugge: 155 Pags 157 |
I Dr. Adam Wermer 1 Dr. Adam Wermner |
2 1o find a date for you here, this is — 2 wyou.
3 1his is as of January 18th, 2013, so it's 3 Ao Iwas not like a small
4 during your test period. 4 sample.
5  A. Right no, this is not the 5 Q. Okay.
6 index we used, & A. Infact, I mean, | can e-mail
T It was much larger, it was a 7 someone in my office, if you want
§ more general - Il have to check with g8 Q. Oh, that would be great, if
9 my analyst, bul | know there was 9 youcould. You can do that on & break, |
10 something like 200 components in the 10 too, if you want.
11 index — 11 I'm just trying 1o find in
12 Q. Okay. 12 wour report where you disciss this index,
M3 A —weused 13 becauss | thought —
14 Q. lappreciae it, 4 MR. KEABLE: Paragraph 44,
i 5 MR, PARADISE: Mark, if vou 15 page 17.
16  comld, | don't know if that's 16 . Ofkay, just paragraph 44, you
|y 2 been - | don't think thal's been 17 call it the Dow Jones U5, Mining Index,
18 peoduced. Ifso-- 18 which is what | thought this was, but
19 ME. STRAUSS: We'll idennfy 19 perhaps there's another version of it, or
2 it. 20 something, becayss this is clearly a
21 ME. PARADISE: | appreciate 21 weighted index.
j22  that 22 A, Righ
{23 . Baa, a8 best — as you sit 23 Q. Allright, we'll come back 1o
24 here today, the best of your 24 that If you're able to pet it we'll
|25 recollection, Hi-Crush was one of the 2% come back 1o that
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Page 154 Fugr 150
| Dr. Adam Werner 1 Dr. Adam Wemner
2 Maybe this might be it 2 A lknow.
3 Let's see ifthis is it 3 0. What I'm trying to understand
4 MR. PARADISE: Will you 4 is, because Exhibit 3, you know, clearly, |
5 please mark this as Exhibit 4. 5 wou can see that this is some sort of a
& ( Whereupon Deposttion Exhibit 6 basket that was created by Dow Jones, end
7 4, Document, Dow Jones ULS, Mining T it easy to see that they must have
E Index, with & list of the B some - the stock price movement of
g  companies, was marked for 9 these, of this index. wasn’t sure if
10 idenfification, as of this date.) 10 there was & similar thing for this lanper
11 Q. Sothe court reporier has 11 list.
12 handed you what's been marked as Exhibit |12 A, Oh, veah,
13 4, 113 Q. Okay.
14 I 1his the index? (14 A, Yes | should say.
(15  A. 1believeso. 15 Q. I'm just going to keep these
16 . So, obviously, this is - | 16 bere. If vou need to refer back, hers
17 Exhibit 4 is a list of the companies. |7 they are, (indicating).
I8 And | take it, then, that vou L& A, Okay.
19 have some other informetion that shows | 19 . Inlener F, the speed = you
20 vou the performance of these stocks? In {20 say: The speed at which Hi-Crush's
21 other words, that you're comparing the 21 common unit price reacted to news during
11 performance of these stock o Hi-Crush 22 the test period.
23 sumk. 23 Is that — when you say
| 24 A, | believe that's what 2 24 “pews” there, are you referming to
23 regression analysis does, 2% Hi-Crush-specific news or any news?
Page 158 Page 141
1 Ds. Adam Wermer 1 Dr, Adam Wemer
2 ). Right So, what I'm saving 2 A, [believe, in this instance,
3 iz do vou have something that pave you 3 I'm nalking about Hi-Crush-specific news.
4 the performance of this -- of these -- of 4 ) And then the same question
5 this basket of comnpanies over that period 5 for G. When vou refer to "news days”, as
6 oftime? i 6 compared to "non-news daye™, is that news
7 A, 1believe so, T days reflecting Hi-Crush-specific news?
8 3. 1 mean, is that something B A, Presumably,
g thal you had to create or is that L [ mean, it's possible that
10 something that vou were able to go 1o I0 there's some market news that included
11 Bioombeng or to some other source? 11 Hi-Crush - {gesturing),
12 A, Tothe extent that | could 12 . Tuming to paragraph 9, did
13 uze Bloomberg bul then [ had 1o remave 13 youwnite this paragraph?
14 Hi-Crush. 14 A, 1 believe this was drafled
15 Q. What I mean, though, is does 15 for me.
|6 Bloomberg like report — 16 Q. Bywhom?
17 A, Yes 17 A Haley ==
18 Q. -—asinthe the 18 Q. Somebody -
19 performance of that basket of stocks o 19 AL = Johmson,
20 did you have 10 po and monually do that mn Q. Somebody af the firm 7
{21 tocome up with your measurement? 21 A Yes,
122 A. 1 believe Bloomberg includes 22 Q. Okay. The second —I'm '
23 them. 23 sory, the last sentence of paragraph 9
24 . No, ifs nol a trick | 24 says, and Il read it tio the record:
15 question. ]15 This case arises in response 1o
41 (Pages 158 - 161)
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Pagr 162 Tage 16
1 Dr. Adam Wermer 1 Dr. Adam Wemer
2 information Hi-Crush failed 1o publicly 2 should or should not have been publicly
3 dischose during the third quarter of 3 disclosad,
4 20012 4 Q). So you're essentially I
3 Just o make sure we'ne & mccepting the allegations as set forth in
6 complete, what information are you & the Amended Complaint for purposes of
7 referring 1o there, that Hi-Crush failed 7 vour analysis without making any
B to publicly disclose? | 8 independent determination as o whether
9 A, Ifyougive methe % those - that information should or
10 Consolidated Complaint, I'll be happy 1o 10 should not have been disclosed; is that
11 tell you. i1 fair to say?
12 7, Is it fair to say it's based 12 ME. STRAUSS: Objection,
13 npon information that you toak out of the 13. A 1don't think I've -
14 Amended Consolidated Complaint? 14 ME. STRAUSS: So you're |
15 A, Ibehieveso. 15 asking him whether he's taking the
16 MR PARADISE: Let's mark 16  allegations as an assumption? |
17 this a5 Exhibit 5. 17 ME. PARADISE: Yes. |
18 {Whereupon Deposition Exhibit 18 MR. STRAUSS: Are you taking
19 5 Amended consolidated class 19 the allegations as an 2ssumption?
20 action complaint for vielations of 0 THE WITHESS: 1 don't kmow.
21 the federal Securities Laws, was 21 A, T'm not sure if — [ guess
22 marked for identification, as of I %0 - (gesturing) - [ mean, i doesn't
H thiz date.) |23 affect my -- it's an exclusion, so it
24 Q. Tospead this along. you 24 dossn't affect my analysis, either way.
25 reference - in your footnote, vou give o a5 Q. mduymrr!-ﬂ.w“h'sm
Fage 163 Page 165
I Dr. Adam Wemer 1 D, Adam Wemer
2 citation to page 1 1o 5 of the complaint. 2 excluglon™?
E 3 A, (Pause.) 3 A, They failed to —
4 Olkay, 4 Q. Oh
5 . Canvoutell me what 5 A, — make (he announeemsnt,
6 Information vou're referring o7 & 0. Youmean an "omission™?
7 A, Oh, the termination of the 7 A. An omission — exclusion,
8 Baeker Hughes contratt. B omission.
@ Q, Which paragraph of the 9 Q. Welooked at paragraph 12 a

10 Amended Consolidated Complaint are you
11 looking at?

12 A, Well, T think it's discussed

13 throughout — (pausc) — paragraph 7,

14 paragraph 8, paragraph 10, paragraph 9 —

15 . T'm soery, just slow down for
I6 asecond.

7 T.E.9 and 10,

18 So is it your testimony that

19 all of the information that's referred 1o
20 in those paragraphs, of the Amended

21 Complaint, should have been publicly
22 disclosed during the third quarter of

23 20127

24
25

MR. STRAUSS: Objection.

Al 1 don't know whether i1

10
11
12
13
14
15
16
17
18
19
2
|72
|23
|1-:
|25

little iy earlier, and I showed you the
press release, but we never looked a1
them in conjunction with each other. So
I'm going to ask you 1o take 4 look at
the press release for & moment.

In parzgraph 12, as you
testified to earlier, and asil's
reflected tn your declaration, you say
that: Hi-Crush disclosed the termination
of the supply agreemend with Baker
Hughes, and then you go on from there 1o
say that: Hi-Crush said it had -
quote — engaged in discussions with
Baker Hughes, but the pares were unable
to reach a motually-satisfactory
resolution.
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Page 164 Page 163
1 Dy Adam Wemer 1 Dr. Adam Wermer
2 Are you aware of there being 2 That’s just 4 ==
3 any other information disclosed in the 3 Q. [sthat = is that cormect?
4 MNovember 13th press release thar's not 4 A, Um —I'm not sure.
5 reflected in paragraph 12 of your 5 THE WITHESS: Canyou-Tm
& declaration? 6 SOTTY.
7 THE WITHNESS: Could you 7 Q. Letme— this is — what I'm
§  repeat the question, please? E getting to here is damages.
2 {The record was read.) g You know, vou — as we went
10 ME. STRAUSS: Objection. 10 through your CV earfier, there were a
11 A, | mean, was there additional 11 number of cazes where you've testified
12 information released on that day? 12 about damages and & number of cases where
13 Yeah -- they — yes. 13 vou've testified about marker efficieucy
14 Q. Did you do anything or make 14 and, of course, there are other cases,
15 any attermnpt to quantify the impact, if 15 And 1 had asked you earlier whether or
16 any, of the disclosure of the additional 16 not vou have been asked 1o do any work in
17 news on the stock price of Hi-Crush on 17 coanection with damages in this case, and
18 Movember 13th, 20127 18 | believe vour answer was no,
|19 A "Quantify"? | don't believe 19 S0 Im just irying to make
20 g0, 20 sure that I'm right about that
21 . Mow, I had asked you sarlier | A, | have not been asked to
2 ifyou had -~ 22 opine on damages in this case.
23 A, But-- 3 . But vou have done on other
24 ). ['m sorry, go ahead, 24 cases and you feel that vou are capable
25 A, That having been said, there 25 of doing so, if vou were asked: correct?
Pags 167 Puge 169
1 Cx. Adam Wemer 1 Dr. Adam Wemer
2 ‘was multiple news reports the next day 2 A, Comrect.
3 about people talking about the stock 3 Q. I vyou were ssked to oxpress
4 tanking because of their failure fo = 4 an opinion about damages, would you feel
5 or, their agresment with Baker Hughes 5 ir's necessary to isolate the damage
% having fallen apart, and there wasn 6 that's caused by the alleged omission
T wvery much other wlk or discussion of the T from amy other = I'm. sormy, withdmwn.
8 financial results. That was the main 3 If you were asked 1o express
9 thing that people focused on. % an opinion about damages in this case,
10 S0 1o the extent thai there 10 would you feel it necessary o separais
11 was any effect, 'm not sure — it might 11 the hoss caused by the alleged omission,
12 wery well be negligible. 12 which was revealed on Movember 13th, from
13 . MNow, vou had testified |13 other information that was revealed to
14 earlier, vou have nol been asked 1o 14 the market on November 13th?
1% express an opinkon or do any work 1o 15 ME. STRALSS: Objection.
16 enable you to express an opinion as to 16 A, [ believe that's comrect, but
17 the loss that was suffered as a result of 17 that can go both ways. [t could be
18 the alleged fraud in this case; is that 18 positive of negative,
19 cogrect? 19 Like if people thought that
20 MR STRALES: Objection. I'm 20 the earnings were good, or if there was a
21 soary, could you repeat the 21 pleasant surprisa, but for the
22 guestion? 22 disclosure, you know, it's possible
x| {The record was read.) 23 damages would have been higher, if ]
24 MR, STRAUSS: What's your 24 adjust for the fact that there is also
25 question? Thal's pot a question, | 25 eamings —
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Dr. Adam Wemer

), Yeah, my question wasn'i
meant o suggest higher or lower, it was
just thal you would try 10 isolate the
harm caused by Lhe alleged — by the
revelation of tre alleged truth.

Al | believe that's comrect.

Q, Okay. Mow, let's po back 1o
the — pow | want to come back 10 e
fifth Cammier factor exhibit that we have
been gomg through this moming.

A, Dhay,

Q. So stanting - | think we
covered - we covered Tand 8, so [
wiinted 1o start foe a second with 9 and
10, 1o make sure | understand them.

S0 looking at Exhibit 9,
which is the analysis of the speed -
sormy, bel me start with 14,

A, Exhibit 147

Q. Yes, please.

S0 - and part of the reason
for this guestion is just 10 make sure
that this is accuraie, because we've seen
a couple of - and. by the way, nobody's

Pape :I'.'l'-l

Page 173
Dr. Adam Wemer
market information, like news?
A. Correcl
Q. And you had mentioned carlier
that the Seplember 19 1o November 12
period, you falt if you had only used
hat for your event study for Appendix A,
that you would have been criticized -
potentinlly criticized by Defendants”
CXpens.
Why do vou not have the same
concem ahout Exhibit 147
And, again, I'm not that
familiar with this staff, 50 I'm not
asking as a trick., I'm just trying (o
really understand the distinction,
A, Well, this is the class
period, it's the period | looked at.
The problem is, when you'ne
20 doing an event study, you need evenls 1o
21 occur. There was & lack of events during
|22 the class period. Asaresul, [ -
23 again, I'd be happy to do an event study
24 just on the class period, but your -
15 someone might accuse me of cherry picking

O G =l Th on dw e Pl s

10
11
12
I3
14
15
16
17
18
19

o o ] O b Sm Rab R —

i e i g
L B Ll ol =

|1ﬁ
17
18
19

21
22
23
24
25

Dr. Adam Wemer

but we've seen & couple of
misiakes, and 1 jusl want to make sure
that this is acturate.

And the part that I'm asking
about is that there is a typo of
September, but | want to make sure tha
the dats you considered, in Exhibit 14,
is for that time period thar's revealed
there, which is September 19th, 2012 1o
Movember 12th, 2012,

Is that right?

A [ read that as cormect
. And that is the class period
a5 We've —

A Aswelye —
), — been discussing woday.
A, — defined it, yes.

Q. Sowhy in this exhibit
{indicating) did you only look st the
class period and nod your 1est period?

A, Because, when 1 was looking
at my test period, 1 was — that only
dealy with information.

). By "information”, you mean

Page 171

Page 73
Dir. Adam Werner
my resulits,
Q. And the number of
observations that's listed as 36, that
carresponds | believe 1o the - is that
the number of trading days within that
period of September 19 through November
12, 20127
A,  I'believe irs either 36 o
10 37

i1 . And, as far & you're

12 concemed - Fm sorry, 0o ghead,
13 A, In order 1o caleulate

14 aplocorrelation, you osed two days of
13 prices.

] Q. Soanything greater than two
17 is sufficient for this =

15 A, No, that's mot what I'm

19 saying

20 Q. Okay, I'm sorry. Go ahead,
21 A I'mjust - it's strictly an
22 accounting thing =

& =1 O A O B B e

=)

3 . Bul-—
24 A. = don't think we shoald
]zs get hung up on

212-279-9424
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Page |74 Page |76
I I Dx. Adam Wemer 1 Dr. Adarm Wesner
2 . Mo, but 36 is a sufficient | 2 faras you're concerned, this
3 number of days to use to draw a | 3 (indicating) test that you conducted,
4 conclusion from an autocorrelation 4 that's reflected in Exhibit 14, supports
5 apalysis Iike this, (indicating)? 5 wour opindon that the market was
6 A, 1don'tknowififs | 6 efficient during the class period;
7 sufficient or not. 7 coarect?
£ Q. Well, did you feel it was g A, liinforms upon my epinion.
& sufficient in this instance? |=9 Q. Is there a difference between
10 A, Ifeelthat -1 felithat] 10 "infoems upon® and "supports”, in Your
11 looked at whether or not these was 11 mind?
12 autocorrelation during the class period. (12 A. Possibly.
13 This suggests - or, this shows that {13 Q. What would that difference
14 there was no sutocorrelation during the |Ii be?
15 class period. |15 A, Well, again, as [ said, the
16 [ should also =av that the 16 presence of non-presence of awio-
{17 absence or inclusion of autocorrelation |1? correlation of, many people have arguid,
18 does not necessarily — if there is I8 iz atest for market efficiency, has been
|19 anocorrelation in a stock price, it 19 shown that even stocks that are auto-
|20 doesn’t necessarily mean that the stock 120 correlated are efficient doesn't
|21 is inefficient, |21 necessarily render a stock inefTicient,
e .  Buf here, just to be clear, {22 ifthere is autocormelation present.
23 itwas - vou did not find any auto- EI] ). Tum to page -- pleass nen
24 cormrelation; comect? (24 to page 29 of Exhibit [, paragraph 73. |
25 A, During the class period, 25  A. Paragraph 73, okay.
Bage 175 Faga 177
1 Dr. Adam Wemer I Dr. Adam Wemner
2 comect. 2 €} Justread the last sentence,
3 Q.  Does the fact that the 5 and see if that changes your answer 1o my
4 ndjusicd R-squared s negative suggest 4 qguestion, whether it supports vour
5 that the results are not conclusive? 5 opinien.
4] A, I'm sory, | don't understand & A (Pause) |
| 7 the question. 7 I don't believe [ said it
B ). Explain, if you would, what B didm't fliny opinion.
4 “adjusted R-squared” nieans, [9 Q. Well, you said it inforns
10 A, It's the R-squared adjusted 10 vour opinion, | asked vou = 1 don't want
11 for the mumber of variables. 11 1o, vou know, duel with vou here, that's
12 Q. And here, am | right, that 12 ot the intention.
I3 s a negative = thaf resulied in a 13 A, Hight
14 pegative number, negative i — pegative 14 . Ireally thought that you
15 0.025% 13 answered that 1o nuy question, thal's why
16 A.  Thatis comect 16 I'm wondering why you didn't say yes,
17 Q). Does that indicate anything 17 becauss right here vou say that Exhibit
I8 to you about the meaningfolness of this 1§ qulpum}ruwwjnimuu!yqunid:
19 test, (indicating)? 19 I informs my opinion, but | don't know
i A. Define "meaningfulness". 11‘0 i[ilmppqﬂmyupinimml‘mjusl
21 Q. Iisrelevance to determine 21 trying to understand, does this support
| 22 whether the market was efficient. 12 vour opinion or not?
{23 A, D'mnot swre | understand the 23 A, Youare comeel —
124 guestion. {24 Q. Okay.
25 ). Okay. The bollom line is. as ]_25 A, — L SUppOTLS MY Opiion.
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. Pags 118 Fage 1500
'] Dr, Adam Werner 1 Dr. Adam Wemer
| 2 Q Thenkyou 2 Q. Tharsockay.
3 All right, Now, let's go 3 MR. PARADISE: Take a shor
4 back to Exhibit 9 of Exhibit 1. 4 break.
| 5 Here, you use thee entire 1851 5 (Recess taken: 2:20 pum. =
6 period; is that correct? 6 223 pm.)
7 A Thatiscorrect. | 7 BY MR. PARADISE:
&8 Q. Andvou-if I'm reading B Q. Letslook s Exhibit 10
9 this comectly, you found seven days in |9 A Okmy.
10 the test period with statistically- 10 Q. Again, this is the — this
11 significant returns of the 99 percent i1 test, that's reflected in Exhibit 10 1o
12 significance level on event day, which 12 your declaration, is for the entire fest
13 you described or define as (day T); is 13 period; correct?
14 that correct? 14 A, [believe that 1s correct.
15 A. That i correct. 15 2. And here you have, if F'm
1] Q. Ifyouremember - and if you 16 reading it correctly, there are four days
17 don't remnember please feel free to refer 17 whene - wait, I'm sory, lot me make
18 tothe rest of Your report, o yiour 18 sure I'm reading this cormectly.
19 declaration, did any of those seven days 1% Okay, There are four days
|20 occur during the class period, becase 20 during the test period where there were
21 that would be September |9th through 21 significant — whai you call significant
22 November 12th, 2012, 22 npews days; 15 that right?
23 A. 1dont believe so. |23 Or maybe P'm misreading this
24 Q. AndDtake it, then, that |24 o misunderstanding iL
25 Number 6 - you know, the pumber 6, which |25 A, Um - I doo't know if 1 said
Page 170 Page |81
1 Dr. Adam Wemer 1 Dr. Adarn Wemer
2 isessentinlly T phus 1, that none of 2 there's significant Hi-Crush price
3 those days occurred within the class 3 movement days.
| 4 period, by definition; comect? 4 Q. Okay, so "significant” there
5 A. | believe that is comecl § refers to price movement, ot news?
[ Q. 5o is it fair to say that, & A, At one point in the exhibiy
7 effectively, the class period is not T "significant™ deals with the news, or
B included within the analysis that's B refers o the news.
9 reflected in Exhibin 9, 9 Q. Okay, but I'm looking at
10 A I- 10 under the column where it savs: Number
11 MR. STRAUSS: Objection. 11 of days, and then, undermeath: Number of
12 A. 1dont believe that's 12 days, it says: Significant and not
13 eorrect. 13 significant
14 ). Let me ask vou a different 14 A. Thar's statistically=
15 i 15 significant at a 95 percent comfidence
13 Is it = i's Fair to say 16 nummber.
17 that there were no days that reflect the 17 Q. Price movement.
& speed or peaction 10 the news at the -- 18 A, Cofrect.
|19 you know, the 99 percent significance 19 Q. Okay, in other words, that's
20 level within the class period? |20 not news, that's price movement.
21 THE WITNESS: Could you read 21 And then there wers 25 days
22 back the question, pleass? 22 whenethere was not a significant price
k| (The record was read.) 23 movement within the 93 percent confidence
24 A, T'm nottrying o be obtuse 24 level
24 here, 1 don't understand the question. 25 A.  When the pres release was
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I Tage 182 Page 184
I D, Adam Wemmer 1 Drr, Adam Werner
2 reported. 2 included November 6th, as well; right?
3 Q. Do vou remember how many of | 3 A 1bedieve so,
4 these davs where there was 8 pross 4 ), Tuming to Exhibit 11, which
5 release ssued occurmed during the class 5 [think is another analysis or testof
6 period? & the response of the price 1o news, if |
7 A. | believe it's theee, bui | 7 I'm - am 1 Aght about that?
8 don't — | have to check. E  A. |believe thai is correct.
o Let me go to the appendix Q Q. S0 — and the number of
[0 here. (Pause.) 10 observations | see is 29, which I think
11 So, one — 1l comresponds to the sum of the first line
12 . Coubd vou just identify 12 of Exhibit 10, four plus 25 is 29, 5o is
13 the = 13 this — would it be the same answers on
i4 A, O, I'm looking at Appendix 14 Exhibit §1, that either three or four of
15 A 15 the davs ocomred during the class
16 Q. Right. and the date. i6 period?
17 S0 the first one is October 17 A.  Ofthe press releass days?
18 11, am I rendiug that right? 12 Q Ye
| 1) A, [dom't - as 1sil heve, 1 9 A, | believe thai is correct,
20 don't recall whether or not Hi-Crush 20 THE WITMNESS: Can we go off
21 relessed a press release on 9-21-2012 21 the record for a second? P just
22 about presenting st the Energy Prospecius 22 pOing 10 g0 gl Sme more waler,
23 Grroup but, yes, certainly October 11, 3 MRE. PARADISE: Oh, go shead.
24 2012 would be one of those days. 24 {Pause in proceedings. )
123 Q. Okay, I'm sorry, keep going. 25 A, Thank you
{ Puge 163 Fage 185
| Dr, Adam Werner 1 Dr. Adam Wemer
2 A, Ihelieve Oeiober 19th, 3012, 2 . Onthose days within the
3 Oetober 22nd, 20012, and here we nead to 3 class period, when there was news that
4 delineate between "new news” and "news", 4 wvou've just gone through with us, did vou
5 Om 11-1-2012, 1 don't think 5 observe any statistically-significant
& they had any - yeah, that was not a & price movements?
7 Hi-Crush release. 11-6-2012, 1 believe 7 A, "Mews" as [ defined it in
8 there was a press release. And 1 believe 8 this report? [don't believe so.
g that's it. g Q. Tuming back - I'm somy,
10 . Theoneihal vou refermed o, 10 but going back for one second to Exhibit
11 where vou have 1o distinguish bepween (11 &
12 "pews” and "new pews", vou said that was (12 A Exhibit9
13 the — did you say that was the October 13 Q. Yes the ove with the speed
14 22 — iz tha! the pews thal came out on | 14 reaction 1o the news.
115 Oetober 227 15 As vou testified, none of the
16 A, Correet. & davs — none of the seven days reported
(17 3.  How do vou — in vour (17 in Exhibit 9 occurmed during the class
|18 parlance, how do you distinguish between | 18 period; is that right?
18 *news” and "new pews") 9 A, | believe thaf is comect.
111} A, Well, on the 19th Hi-Crush 20 ). How, then, does Exhibit 9
|21 filed their Form B-K. It was reported ou 21 inform your opimon as o the efficiency
22 the U.S. Fed news service on 10-20.2012, 22 af the market for Hi-Crush stock units
23 itwould be respect-- 23 during the class period?
24 Q. Undersiood, okay. 24 A, It informs it because if's —
23 And you mentioned - you 25 mny analysis | did related to news 1 did
47 (Pages 182 - 185)
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Page 1B Pags 154
1 Dr. Adam Wemer 1 D Adam Werner
2 over this longer period, because there's 2 difference between the analysis that's in
3 alack of news during the class period. 1 Exhibit 12 and the analysis that's in
4 Q. Does that - in your expert 4 Exhibit 137 '
5 opinion, does that allow you 1o draw any 5 A. In 12, the dependent vanable |
6 conclusion as to how the price of the 6 is stock retumns. In the - or, [ should
7 stock would react during the class period 7 say, the shsolute value of stock refums.
8 to the issuance of pews? 8 In Exhibit 13, i's excess — absol e
) A, | believe so. 9 value of The excess stock retums,
10 1 believe there was a lack of 10 Q. And, by "stock returns”,
|1 issuance of news during the class period, 11 you're referming to the retums for
12 and there were no price reductions. 12 Hi-Crush?
13 Q. Oh, you're doing the 13 A, Correct.
I4 inverse ~ is that the inverse analysis, 14 Q. And, for my edification, what I
15 rather than measuring bow the price moves |15 i3 meant by “returns”, as opposed to |
16 in response to news, you're bonking #t 16 “excess retums"?
17 how the price reacts to the absence of 17 A, Excess or abnormal pefums,
18 news, is that what you're saying? 18 it's just | use my regression analysis in
12 A. [believe that is correct 19 the same way — | guess instead of
20 Q. Takealook at Exhibit 12, 20 "excess® you could say “abnormal
21 please. 21 returns®.
22 A, Oleey. 22 Q. And abnormol when measured
23 Q. Forthis -1 don't know if {23 against what? ﬂ
24 it's atest or an analysis, is it one or |24 A Against my regression
25 the other? |25 analysis.
Page 167 Pags 1B
1 Dr. Adam Wemer i D, Adam Werner
2 What would you call this? 2 @ Coming back io the Dow Jones
3 A.  Analysis, 3 Index, which was Exhibit 4, 1 believe,
4 Q. Forthe purposes of this 4 did you consider — here — a5 you
5 analysis, | just want w confirm that you 5 wyourself sald earlier, this is quite a
6 used the entire test period; is that 6 broad grouping of companies, that is, the
T righ? 7 companies that are lisied in Exhibit 4.
8 A, 1believe that is comect. i And they run the gamut, as
9 Q. Doesthis enable you to 9 best [ can tell, from mineral mining
10 draw -- this analysis, that's reflected 10 companies, gold — vou know, gold mining
111 in Exhibit 12, does it enable you to draw 11 companies, nickel, copper, silica,
12 any conclusions as to the relationship 12 et cetern
13 berween returns and volume during the 13 Did you consider creating
14 class period, just the class perind? 14 your own index that would more accurately
L5 AL | believe 50, 15 replicate a company that competes or is
16§ ©Q. Canyouexplain? 16 in the same business a8 Hi-Crush, or s |
17 A, Well, there were o = if | 17 that not necessary to do?
18 remember correctly, there were na volume 18 A, May | wke exception with
19 spikes during the class periad, and there 19 your term "accurate”™ —
|20 was a lack of information during the 20 Q. Goahesd
|21 class period, 50 that would agree with 11 A. == or "more accurate”.
(217 these (indicating) results, 122 Q. Yesh
23 Q. And Exhibit 13, which | 23 A, 1 considered other indices
24 think, if I'm understanding you 24 and possibly creating an indet, a custom
25 comectly, is — well, what is the 25 index.
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Fags 190
Dr. Adam Wemer
Q. And why did you not create a
custom index?
A, Well, I find tha,
oftentimes, when you create a custom
index, defense expert will criticize one
for being subjective in their choice of
COMpanies.
.  Under-inclusive, in other
words?
A.  Under-inclusive, right,
0 O, | guess over-,
{13 A, Orovers,
114 That having been gaid, if
15 you've looked at — | did look ai other
’ 16 indices, it didn't change my resulis.
‘18

WO e B LN e R B

1t
11

12

17 ). Ddkay, thal's a good answer.
But did you actually go about creating

: Page 192

. Admm Wemer
percent conf—- it tells us the level of
significance.

). Areall of the numbers —
undder the Coefficient, are all of the
mumnbers that are in that chart, under
coefficient, and that means standard
error - Std.Em?

A. Caorrect.

)r Areall these numbers the
product of your regression analysis?

A, 1believe that's comect.

Q. And what are the inputs that
led to the numbers thal appear under;
Coeflicient?

What daia do vou input to
come up with the coefficient?

A.  Hi-Crush's stock price, the

._._
J = 3 MO S8 el O W B e e

13
14
H
G
17
18

19 vour own - Yiou know, your own index? ‘19 S&P 500 returns — or, [ should say -
20 A, 1don't believe 50, 20 yeah, S&P 500 returns, and Dow Jones
21 ). Here's whers we're going (o 21 returns,
22 go back in time 10 my class in 22 And then | ran the second
23 undergraduate. [ just want (o get an 23 repression, 1o conirol Tor the fact thay
24 onderstanding of soine of the terms that 24 there's - the S&P 500 Mining Index i3
25 youused in your 1est 25 highly correlated with the market index,
Pape 151 Pags 193
1 Dr, Adam Werner 1 Dr. Adam Wemer
2 S0 going back to Exhibit 7. 2 5o, 10 exclude that combined effect, |
3 A Olay. 3 included an error term as part of my
4 Q. Canyou justexplain the 4 regression from a different regression |
5  different abbreviated terms that are used 5 ran.
6 in the chart. 6 . 5o, thal, in other words, the
7 S0 at the bottom whers vou 7 ermor term essentially backs out the - §
| & have on the top co-—1 think tha means B don't know if that's the right term, but
9 coefficient, standard error, t, P greater 9 backs out the 5&P 500 refum?
ill:l than absolute value of 1. 10 A. It backs out the impact of
Rl MRE. PARADISE: Absolute value 11 the S&P 5040 on the index — the company
2 of tis {(indicating) two lines with 12 index, the industry indesc
13 & tin the middie 13 Q. And just uming to the table
14 ). And then we already discussed 14 or chart that appears above that one, the
15 95 percent confidence interval, bul could 15 "55", capital 55", does that mean
16 you just explam the first four, what is 16 statistically-significant?
17 meant by each of those? 17 A, Mo, sum of squares,
18 A, The coefficient, coefficient 1§ 03, Whatdoes "DF" mean?
19 is the regression coefficient, Siandard 1% A, Depress of freedom.
20 ermor is the standard error of the 20 Q. And *M5°7
|21 regression, or for that observ— of for 21 A Youkoow, as the — s It

|22 that varisble. T statistic is just the

]
1

12 bere, | don't remember.

{23 coefficient divided by the standard 23 Q. Butthese are all statistical
{24 error. And the P valoe is — gives os 24 terms?
|25 basically the same thing as the 95 25 A. Yeah
49 (Pages 190 - 193)
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| Pape 1M

D, Adam Wemer
). These are ail = they're
typical —
A, Yeah
Q. The nunber of observations is
152,
Is that — to the best of
your recollection, does that correspond
1o the number of tradimg days in this

O ofa =l Oh Uhode RS

period?
11 A, 1believe that is correct.
12 Q. Whatdoes: Stata 9 mean
13 which appears nmder Footnote 27
14 A, s a computer progranm.
i5 Q. Tumto page - I'm sorry —
16 tum to paragraph 10 of Exhibit 1.
17 If vaus book at the next page,
|18 the spillover of the paragraph, where it
ﬁlﬂ continues onto page 57
| 20 A Di-:.l:r'
|2I €. You state here that: Sales
22 to Baker Hughes represented 18.2 percent
23 of Hi-Crush's expected confract revenise
24 in2002.
25 Do yion see that?

Dr. Adam Wemer
). Let meask — I'm not sure |
know where I'm going, but let me get
there,
But vou see that the
percentage of revenoe reporied by
Hi-Crush was — you know, from the Baker
Hughes contract, was 18 percent, buat the
stock price went down by 26 percent.
Dioes that seggest that the
market was inefficient?
12 A Mo
113 Q. Why not?
14 A "Whynot?
l15 0. Yeah.
6 A, It doesn't = [ mean, if You
17 <an give me an example of why it would be
1§ inefficient, by all means, go ahead,
19 but -
M Q. Well, if the market —
21 assuming the marked was efficient, and
22 was taking into account the value of the
23 Baker Hughes contract, and being about 1B
24 percent, and then the market goes down by
25 26 percen --

E'—l:lﬂﬁ--l-n'-'.h.b-l.dr.\—

(= ]
B

Dr. Adam Wemner

AL Ldo,

Q. And sccording to your peport,
or declnration, you took that from
Hi-Crush's Form S-1 registration
statement.

A. Right

Q. Inparagraph 12, further down
the page, which we've covered a few times
10 today, you report, or state, that the
11 wmits — the value of the units dropped,
12 from looking at the top of page 6, over
13 26 percent when the - what you've called
14 “corrective disclosure”, was made on
15 Movember 13th.

(= T R S R AT

6 Am | reading that correctly?
17 A, | believe that's commect.
18 Q. Ifthe vaive of the Baker

19 Huoghes contract, or if the = | should

M) say the percentage of the revente that

21 was supposed to be provided by the Baker
22 Hughes conirac, was 18 percent - looks
23 ke you're ready for this ope —

24 A, Well, | didn'y think about i1

25 beforehand, but 1 zee where you're going.

Peate 153

1 Dr. Adan Werner
2 A, 18 percent of revene,
). Right - seems like the

4 markel overreacted 10 the news - well,
2 and by where I'm sitting.
| & 1 mean, I -

T  A. Yourdrawing a correlation
| & between the 18 percent and the 26.2

U percent is pol, necessarily, a linear
10 correlation.
11 Q. And what do you mean by that?
12 A, Well, | mean revenue may have
13 changed by 18— or, what they, people,
14 believe was 18.2 percent and, again, this
15 was 18,2 percent as of July of 2012,
16 whensas now we're i -
(17 . November,
|18 A, = November 2012.

19 Ir's mot clear — there's
20 juzt no clear delipeation befween market
21 value and revenue, 1mean, there's nota
22 one-- there's not, necessarily, a
23 one-for-one relationship, | guess is what
24 P'msaving There are other factors that
25 poes mto & finm's market value beyond

|
| 3

brge 19

Page 197
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16 but to the extent it was an industrywids
17 effect, it's reflected in my regression

18 amalysis by controlling for an industry
19 index, or using an industry index.

20 Q. With the emors or without

21 the errors, in either case: right?

. A, Emors?

23 Q). What vou called the

24 "error” - what vou called the "error®,
25 Terror” term, on Dow Jones US. Mining

Page 198 Page 20

| Dr. Adam Wemner | | Dr. Adam Wermer

I revenue. 2 Index retums?

i ME. PARADISE: Off the 3 A. Ah, sh.

4  record. 4 0. Youknow, | meant with the
| 5 {Discussion off the record.) 5 adjusted --

[ MRE. PARADISE: Back on the & A, Withthe adjusted —

T record. | 7 Q. - foror without the S&P
| 8 Q. InAppendix A, if you look =t § movement.
| 9 the news from November 13th -- November 9 Did vou look at any other

10 13th, 2012, that is, you see the -- 10 specific competitors of Hi-Crush and the
11 towards the bottom of 5 or & up from the 11 movement in their stock price on November
12 hbottom for that day, Hi-Crush plunges 35 12 13,2012 in connection with the work that
13 percent below IPO price, and then it says 13 you did?

14 U.5. Silica [alls 11 percent. 14 THE WITNESS: Could you

15 D vou see that? 15 re-read the question?

16 A, Ye 16 (). That was a bad question, let

17 Q. Do youknow what US. 17 me ty again. |
18 Silica — what they do, what business 18 nd you look specifically at

19 they're in? 19 the stock price of any of Hi-Cnzh's

20 A, |assume that they are a {20 other competitors, on November 13th, 10 !
21 competitor of Hi-Cnsh's. 121 see whether there was any movements in
22 Q. Do you have any -- did you do 22 those stock prices that correlated to the

23 anything to delermine what may have 23 movement you saw in Hi-Crush and

24 capsed LS, Silica's stock price 10 go 24 Silica's ~ U.S. Silica's?

25 down by 11 percent on that same day? 25 A, |believe so, by looking at

Page 142 Paps 101

I Dr. Adam Wemner 1 Dr. Adam Werner

2 A. | believe so. 2 the movement of the industry index 1

3 Q. What did vou conclude? 3 used.

4 A, lconcluded that there was 4 If ¥ou're asking me did 1

3 some correlation between the two price 5 specifically Iook a1 the stock

& movements, which is why U.S. Silica is 6 performance of individual companies’”

7 also in my Dow Jones U.S, Mining Index, 7 0. That's what | mesnt, yes.

B which is in Exhibit 4. g A, Or individual competitors? 1

9 ). Wasihere — was that — did 0 don't believe 50,
{10 vou conclede that that was an industry 10 Q. [assume you feel thar wasn't
H11 effect or did something happen that day, 11 mecessary for your work?
|12 was there some news that affecied LS, Iz A, Well to the extent that
513 Silica, that caused ity price to go down 13 there was any mdustry offect, § adjusied
{14 that same day? 14 for that

15 A, Aslsilhere, | donh know, 15 Q. Through the index of the

16 roughly — I don't know if we talked

17 #hout how many companies, but | think the
18 exhibit said roughly 200 companies.

19 A Comrect, including Hi-Crush

20 and U5, Silica, which was mentioned in
21 Appendix A.

22 Aciually, can we take a shor

23 break?
24 Q. Yes
25 A, Thank vow

5I(Pag:sl?ﬂ-ZDﬁ
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hpﬂl.![ Pagge 304
i Dr. Adam Wemer | | k. Adam Werner
2 Q. Goahead. |2 BY MR, PARADISE:
3 {Recess taken: 2:31 pm. - 1 Q. Thereisanumber of court
4  3Vpm) | 4 filings that you describe as “court
. MR. PARADISE: Back on the 5 filings" listed in Exhibit 2 that you
6  recond. 6 relied upon, and some of these are
7 BY MR. PARADISE: 7 reported decisions.
§ Q. Youhad said earfier that you g How did vou choose which
9 were going to send an e-mail o see if 9 repored decisions to rely upan?
10 you could get & copy of your - 10 A, Well, some of them are
11 A.  Oh, | completely forgot. 11 standard, like Cammer and Krogman, Basic,
12 Q. Okay. 12 | belizve, was il -
13 A, B now remind me what [ was 13 3 Mm-hmm.
14 supposed 10 get 4 copy of? 14 A. —wasinthere. Hold on,
15 Q. The index that you used. You 15 let me —
|16 thought that might be what | handed to 16 Q. Itwas Exhibit 2.
117 you as Exhibit 4, |17 A Okay. (Pause)
13 A, Ohitis 18 Yeah, 50 the ones I'm
19 L A hundred percent? 19 familinr with, T just -- in general, is
20 AL 9990 parcent, 20} Basic -v- Levinson —
21 Q. Okay. 21 THE WITNESS: Ir's under:
22 A, | mean, that was definitely 22 Court filings, on Exhibit 7, you'll
23 the index I saw. 3 find it, they're all there.
24 Q. Butl think, if 'm not 24 A, = Cammer versus Bloom,
25 mistaken, that vou also - there was alzo 25 Cheney versus CyberGuard, Kroginan versus
Fage 207 Pape 104
I Dy, Adam Wemner | D, Adam Werner
2 apart of it, maybe something additional 2 Stemitl.
| 3 1o whatis on that list, that showed the 3 The othr ones Were cases
4 movement of those — the price movement 4 like | lenrned about from discussions
5 of those 200 -~ 5 with sther ecouomisis.
& A That— 6 Q. And thess are cases that you
7 Q. - compames? 7 relied upon for what purpose? The other
B A, That should have basn B ones that you mentioned, not the standard
9 prodoced. 9 onss.
10 Q. Wehaven't-— 1 A, They suppori the analysis
11 A. Not - yeah, didn't you get i1 that I usad, They were cases in which
12 all the Bloomberg data? 12 the analysis that T've used have been
13 M5, BRANDOMN: We have the 13 found 1o be sufficient by the court 1o
14  separate Bloowberg -- no, we don't 14 establish market efficiency. And |
15 have all of that. 15 should mention that it = the analysis in
116 THE WITNESS: You didn't get 16 these cases are both by plaintiff and
i7  like the returns on - | thought 17 defendant.
18 that — okay. 18 S0 [ believe in the
19 MS. BRANDON: No. 19 Polymedica Corporation was a case that
20 THE WITNESS: [ was under the | 20 Fred Dunbar did in which be did the same
21 impression that you had already 21 type of analysis that 1 did, in
22 received that |I! arguing - 1 mean, 1 don't know what
.k ] {Disgeussion off the record. ) |23 he - right, he was arguing against
| 24 ME. PARADISE: All right, 24 market efficiency, bui he was using the
{25  backon 25 same analysis.
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Page 206
Cir. Adam Wemer
. And in that case, he, Mr.
[Dunkar, found that - or, Dr. Dunbar
found that the market was inefficient?
A, 1 donft recail, as { sit

6 here,

Q. Did vou consider - are you
familiar with 2 case, a1 the United
States Supreme Court from last vear,
called Coincast?

A. 1believe I'm familiar with
it,

I've cenainly heard of i, 1
don't know why,

Q. Itwas a ruling mvolving a
class cert-- vou know, it wend to class
certification. It was an antijnest

1 Dr. Adam Wemer

2 THE WITNESS: Paragraph 77.
3 Q. Inyour own words, can you

4 explain what it k= that arbitrageurs do
5 and — well, leave it at that

& A, Okay. Theoretically, an

7 arbitrageur, of someone who engages in
8 arbitrage, is supposed to be able to sam
B a prufit withoul enduring any risk.

16 So people will talk about an

| 11 arbitrage opportunity. Like if 1 know —
[1..'! ([hscussion off the record.)

13 Q. Yeou had sald that they should
I4 be — or, they try to eam a profit

13 withowt incurring any risk.

16 A, Thats, theoretically, what

17 someone engaging in arbitrage should be

Paga 208

12 caze - 18 doing, but that's not what people wha're
19 A, lwas poing fo say, it was an I% called "arbitrageurs™ are actually
20 antitrust case, yeah, F'in definitely - M performing.
21 I'm familiar with it. 21 I meean, they do incur risk in
2 Q. You didn consider it in 22 trying to make a profit,
23 connection with the work you did here; is 23 . So-—
24 that right? 24 A. But--
25 A, Mo 25 ). Go ahead, sorry.
Page 207 Page 209
l Dr. Adam Wemer 1 Dr. Adam Werner
2 2 Areyou familiar with a case ¥ AL So, again, that's more 4 term
3 o of your neighborhood, Northemn 3 of art as opposed 0 - or, an
4 Dnstrict of Califormia, called Dhamond 4 industry — a financial industry term, as
| 5 Foods? 3 opposed 10 an economic definition of an
L A Again, I've beard of it, but & "arbitrageur”.
{ 7 Idop't.. 7 Q. And, for purposes of your
8 Q  Youdidn't consider it in | & opinion, and the way you used the term, |
9 connection with the work that you did | 9 take it you're referring 10 the second
10 here. 10 (indicating) category, raiher than the |
11 A. | deah believe so. 11 first, meaming the ones that do actually |
12 . Okay. [want o tam now to 12 incurrisk?
13 paragraph 77 of your declaration, where 13 A. That is correct.
i4 wyou discuss — [ think the pronunciation 4 . -—pmofit
15 is, “arbitrageurs"? 1% How, in your opinion, do
16 A. Right 6 arbitrageurs, and the activities in which
17 Q. A-R-B-I-T-R-A-G-E-U-R-5. 1T they engage, contribute or fail to
18 A. And that is — | should say 18 comtribute to market efficiency?
19 that that is a term of art and not a 19 A Well -
20 term -- mot a technical econmic 20 THE WITNESS: I'in sormy,
2] definition of what an arbitrageur should 21 could you read the question back,
22 be 22 please?
23 MR, STRAUSS: Which |23 (The record was read.)
24 paragraph? |24 A, Tothe extent that there
25 MR. PARADISE: Paragraph 77. | 25 are — there might be pricing |
53 (Pages 206 - 204)
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Dr. Adam Wemer
discrepancies in a security, or that the
arhitrageurs believe the securities are
mispriced, they can — they will try
to = they will attempt to exploit that
mispricing such as, you know, if they
belicve the steck 15 too high, the value
of the stock is 100 high, and again,
thit's thetr belief, s not & staténent
of fact, they will oftentimes sell those
shares in an attempt 1o drive the price
down 1o what they believe the true value
13 of the company is.

14 S0 to the cxtent that these

15 people are more mformed than other
16 individuals - and, again, ] put

17 "informed” in quotation marks — they
18 will attempt to exploit what they believe
19 are mispricings in equities, or other
20 securities.

) That's my Corporate Finance
22 101 description.

3 Q. st fair to say, in your

24 opinion, that arbitrageurs fesret out or

1
I

12

f

.ﬁF:m

75 do more work to obtaim — and information

—
LR

Pege 212
D¢, Adam Wemer

extent that they are mone informed, which
1 took to mean that you don't,
necessarily, believe that they always are
mere informed; is that right?

A. 1 beheve that is sccurate.

Q. But they're — 1o the extent
that they are successful and good
arbitrageurs and are able to be more
inforined, what is your understanding as
0 how they obiain that additional
infor-- you know, that better
information, you know, 1.2, bow do they
became more informed?

MR STRAUSS: Objection.

16 Ifyou know,
17 A. 1 mean, there's all sorts of
18 ways. You know, they may talk to company
19 executives.
20 I have, actually, & pump-
21 and-dump case now where, you know, this
22 guy, like: Oh, I'm a great trader, you
23 should inves: with me, he talks about
24 hanging out with the CFO's of the
25 corporations that he's touting for

—
—a

15

Dy, Adam Wemer
(hat research companies - and obiain
infisrmation that enables them to engage
in the activity that you just described?
MR. STRAUSS: Objection.,

A. Isit fair? Define "fair®.

Q. Well, do you agree with that
statement?

A, Tdon know if [ formed an
opinion, one way or the other,

€. And, again, if you don’t have
an opinion, plesse just say 50, but you
described, 1 thought very ably, the
activifies that arbitrageurs supposedly
engage in to exploil mispricing of
securities, and you yourself said —

A. Andthey -

). I'm zorry, | didn't mean to
interrupt.

A. They do engage in these
aciivities.

If's & queéstion of whether or

23 nod they're more informed.
24 1. Mo, that's what | was going
25 1o get to, because vou had said o the

YO po =f O U de LW pd o=

I
i1
12
13
14
15
16
17
|18
|19
20
{21
=2

Fage 211

| 12

3

Page 203
1 Dxr. Adam Wemer

2 investment That would be one form of

3 information, You know, generml research.

4 1don't — | mean, there are mulliple

5 ways -
& ). That's fair.
7 A, - that people can atfempt to

8 be mote informed.
§ Q. And, again, in your
10 experience, of io your opinion, is one
11 way or ope method that they use to go
oul — and, for example, let's use
Hi-Crush as an example, and this is a
hypothetical but we'll use Hi-Crush to
form the bypothetical,
So Hi-Crush sells fracking

sand. Would you expect that
arbitrageurs, if they were engaged in
arbitrageur activity, for Hi-Crush, might
go and do research on the customers of
Hi-Crush 1o analyze potential demand for
Hi-Crush's product?

A. Tm- |

13
14
15
16
17
13
19
20
21
2

24
F

MR. STRAUSS: Objection. |

Go ahead.
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HH?;: Pags 116

1 Dr, Adam Wemner I Dr. Adam Wemer
z A, That zounds reasonable. 2 Q. Okay. By the way, just
3 Q. You talk about the — i 3 fof = just to - when you 58y you are
4 paragraph 77, the last senlence, You say. 4 uncomfortable with the definition, I'm
5 If the price is — this is & quote: If 3 trying to use the definition that you
6 the price is too high, however, the 6 used before, not any other defiuition.
7 arbitrageur might aftempt to — quots -- 7 5o, vou know, exploiting, mispricing
| & short - closed guote — the stock, B securities, essentially, is the
9 How would an arbitrageur know | 9 definition 'm working off of.
10 if the price is wo high m tha {10 A. Iz there a belief thil those
11 circumsisnce? 11 securities are mispriced, of You could -
12 A. Itwould be their opinion 12 | guess there are forms of arbitrage, if
13 0. And doyou inow — well, have 13 you think sbowt this flash trading
14 vou ever engaged in arbitrape activity on 14 phenomenon, I I know the price of the
|15 your own? 15 stock on one exchange and I see that it's
| 16 A, (Gesturing) - have I 16 being traded at another price on another
17 ever = 17 exchange — well, you know, [ take back.
18 MR, STRALISS: Objection, 18 1 guess there is still Ask involved
(19  A. I'mnotsure - 19 there.
20 MR. STRALISS: Yeah, | mean, 20 There is & possibility that [
e | come on, thaf's - you're asking 21 won't gel = my trdes won'T pet
12 about his personal invesiments? 22 executed, %o -
13 It's you know - 33 Q. Right
24 0. Well, do you know = 24 Turning to paragraph 78, for
25 MR. STRAUSS: Has bt ever 25 amoment, of Exhibit 1. Here, if I'm
Pege 214 | Page 217
1 Dr. Adam Wemer i Dr. Adam Werner
2 been employed at an investment firm 2 understanding this comrectly, you're
3 and engaged professionally in 3 comparing the amount of the short
4 trading? ¥You can ask him that, 4 interesi in Hi-Crush's stock — I'm
5 bt == 5 &0y = in Hi-Crush's units, to the
& ME. PARADISE: Okay. 6 average for all New York Stock Exchange-
7 MR, STRALISS: -- I dog't 7 listed stocks during the class period; is
B think it's fair to -- B that corect?
9 MR. PARADISE: That's fine. 9 A ]believe that is correct.
10 ME. 5TRAUSS: — ask him 10 Q. Apd, sccording (o vour
11 aboul his personal finances. 11 calenlation, the shortages for Hi-Crush
12 Q. IMaccept Mr. Strauss's 12 was .47 percent as compared with -
13 comment - guestion (13 A, Between —
14 A, Havel ever worked for an |14 Q. Wait, I'm sorry — I'm somry,
15 investrment firm? |15 between .47 percent and 1.53 percent, and I
16 0. Andengaged in arbitrage | 16 the sverage shorfages for the New York
17 activity. {17 Stock Exchange, during the comparable New
18 A, Again, I'm uncomfortable with 18 York Stock Exchange-listed stocks —
|9 ]hjsd:ﬁrﬁriun of "arbitrage” because ' 19 during the comparable -- during the class
|20 ir's a huge umbrelia. {20 period of 3.1 percent; &= that right?
{21 All sorts of things can be 121 A. That is cormect.
’.ﬂ termed as "arbitrage”. =12 . Okay. S, luming o — so
123 Q. I'msomy- |23 turning o Exhibit 3, 1 just want to make
{24 A, Soin terms of the academic 24 szure I'm seeing where these npumbers
|25 sense? No. 25 appear on there.
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=

Dr. Adam Werner
These = first off, 50
Exhibit 3, just 1o make sure, is for the
class period; right? I goes from

2012; right?
A. | believe that is cormect
), Sothe New York Stock

Exchange average is — you say, i5 3.1

LT R TR T U RN R

percent.
(11 [s that -~ where is that
12 found om here? Is that —
13 A, That's just taken from the
14 NYSE.
I5 @ No, I mean, where - is
16 that - I'm going to poimt to the exhibit
17 for & minute — (indicating) - s that
18 this pumber?
19 Again, I'm pointing fo the
20 scoond page of Exhibit 3.
21 A, Ah = you mean the column to
22 1he one over from the right?
3 Q. Righ
24 A. 1 believe that 15 comect.
25 . And where on Exhibit 3 do you

Pape 31K

September 19, 2012 through November 12th,

Dr. Adam Wemer
ﬁ

A. 1 haven't formed an opinion,
one way or the other.

(. Inany event, what is the
basiz for your opinion that — and I'm
reading from paragraph 78 — that the
fevel of shori inderest in relation to
common units outstanding provides no
indication of any coostraini on shori-
selling activities during the class
|12 period, such as the inability to locate
| 13 or bomow the necessary COMMON Uits 1o
{14 indtiate o short pogition. And that's
15 from paragraph 78.
16 A, Right |don't believe that

17 there were =

:E'ﬂﬁﬂﬂh'uﬂﬂ-l.ﬂhl—-

18 THE WITHESS: Could you re-
19 read the question, please?
20 {The recopd was read.)

21 . And it's just the last

22 sentence of paragraph 78.

B A, Sowhat's the question?

24 Q. 1 want 1o understand the

15 basis for your opinion that You expressed

D, Adam Wemes
find thar — the comesponding numbers
for the Hi-Crish, the A7 percent o the
1.53 percent? Could you just point me to
the column?
[5 1hat this column,
(mdicating)? I'm pointing 1o the —

A, Teantisesit

Q. T'm sorry, Fm pointing (o
thi fifih {indicating) from the Aght.

A. 1 believe that is correct,

Q. And then the average of 1.07
percent; is that af the bottom of the
second page under that same column, the
colunin that's headed: Percentage of
cutstanding shares sold short?

A. Right

Techmically, it's 1068 bug 1
19 peunded up.

. Do you consider the
difference between the average for
Hi-Crush, of 1.068, and the average for
all New York Stock Exchange-listed
companies, a1 3,1, do you consider that
to be a large gap, a large difference, in

s
3 D S =) O e el B —

L
—

e

_.
Lia

BEEREE

Fage 215 |

| 1 Dr. Adam Wemner

2
3 A. 1 didn't =ee any indication
4 that peopls wene - could not short stock
5 in Hi-Crush.
6 | believe there were

7 stoppapes. There may bave been bwo
8 during the entire test period, where Ruls
g 202 went o effect
10 Q. That's during the entire test
11 period, so that's the class period phus
12 the supplemental period that we talked
13 about
14 A. Correct, but [ don't — thai
15 did not occur during the class period,
6 Q. Youdono't know, though,
17 whether or not anyone during that - we
18 taiked first about the class period,
19 whether anyone who wanted 1o sel]
20 Hi-Crush stock units short was unable to
21 borrow the units necessary Lo complete
22 thm transaction; do you?
123 M STRALISS: Objection.
24 A. 1dont personally know of
25 anyone who was unable to short the siock.

Page 221
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D, Adam Wemer
Q. Is there any way 10 -- thar
you know of, 10 find can that
information, any, you know, publicly-
available means to find out that
information.
A, I'd have to think about that
Q. Please do, and let me know if
You come up with an answer,
(REQUEST.}
I3 it true that shares —
withdrawn. Is it true that — if you
13 know, that instifutional holders of stock
14 are often — or, stock or units, are
15 often the parties that loan stocks or
16 umits for shoet sales?
17 MRE. STRAUSS: Objection.
18 A. |don't know, one way of the
19 other.
0 I mean, | know | centainly
21 had seen examples of people's brokerage
22 accounis having loaned out shares.
23 Q. You mean individuals?
2 A, Yeah
25 Q. Does the presence of

= WO =] R W s el R e

Y
ol

[

Pape L3I

| Page 224
Dr. Adam Wemer

A, | understand.

Q. =1 may be mistakendy
referring 1o stock or shares, and what
have you, but -

MRE. STRALSS: No problem.

Q. =~ for all iments and
parposes I'm talking about units, but why
is the presence of institutional
1T investors important for market
11 efficiency?

12 Geenerally speaking, not

13 spetific to Hi-Crush,

14 A, Queoting, In paragraph 74 of
15 my report, this is 1 believe quoting

16 Barbara Griffin and Lev — L-E-V: The
17 institutional investors e.g. mutual

18 funds, money managers, banks, are

19 presumed to be better informed aboar the
20 securities they hold and better able to

21 interpret new information than individual
22 invesiors,

23 Q. Soisit fair o say that

24 their better information op bener

253 knowledge enables them to trade the stock

WOoEm ] B WA B L P e

Dr. Adam Wemer
institutional unit hobders for Hi-Crush
units suggest that there were units
available to borrow - suggest 1o vou
that there were units available to
bormow?

A, I's possible.

That having been said,
Hi-Crush isn't the tvpe of stock that
10 most institutions would hold, because
11 it's a dividend-paying stock. and
12 dividends are treated different for tax
13 purposes.

14 Q. So0- okay, that's a good

15 segue into my next line of questioning,
16 which is about instivational holders,
17 because you speak about thaf in your
18 report, as well,

19 A, Comect

0 Q. And let me ask you a genaral
41 question first, before we get 1o the

22 specifics, but why is the presence of
23 instittional holders, or investors, if
24 you will — and these are units, so | may
25 be-

L= R - SR T ]

Page 121

Page 324
Dr, Adam Wemer

50 that it pets 1o its true value? Is
that what you're saying?
MR. STRALSS: Objection.

0. TI'm just trying to get an
unidersianding as to why that means that
the markel is more cfficient.

A.  T'm sorry, [ don't understand
the question.

Q. Well, you, in response to my
question as to why the presence of
institutional investors makes a inarket
more efficient, you just read from your
report, or your declaration, you quoted

e B E - T R P

=r

from this resource that you relied upon,
and Fm just not understanding why that
means that the market is more efficient
of why that makes the market more
| 19 efficient.
tIﬂ A, Well, if one believes the
{21 premise that thess pmpltm:hmrr
|22 informed than other market participants,
|23 then their presence would suggest that
24 more information, possibly information
{25 that uninformed invesiors, or

e
i R

=
P
(=]
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Pags 116 n.uul
1 Dir. Adam Wemer I D, Adam Wemer
7 individeals, could not receive, would be 2 opposed to the test period?
3 incorporated into the stock price. i A. Correch
4 ).  Becawse of their trading; 4 ). Look al Exhibit - if vou
5 right? § would, please ook a1 Exhibit 15 for
B A, Because of their trading. & moment
T €. Okay, that's what | thought 17 Would this be the backup for
& wvou were saying, maybe | didn't | B those - for the mimbers that appear in
| 9 articulate it that way. | 9 paragraph 767
10 In that zame paregraph, you 10 A Yed
i1 actually refer, two senfences later, 1o il Q.  'Why do you say, in paragraph
|12 &n arbitrageur again — actually, an 12 76 that the level of ownership is 15.4
13 arbitrageur, growps among institutional I3 percent to 32.6 percent, and I'm reading
14 ijuvestors, in the first sentence, and I4 from your declaration, paragraph 76:
15 then you talk about arbitrageurs again in 15 provides no additional support 1o my
16 the last sentence, 16 opinion that the market for Hi-Crush was
17 Are you distinguishing, in 17 informationally-efficient daring the
18 this paragraph, between an "arbitrageur” 18 class period.
19 and “institutional investor” or could 19 A. Why do I state thai?
20 ihis be oné - could this also be one and | 20 Q. Yes
21 the same? {21 A, Well, I believe the courts
|22 Do you understand my 22 have found that - and this is off the
23 question? 23 top of my head = | believe you noed
24 A, Mol really. 24 something like 80 instinational investors
25 Q. Areyou suggesting that an 25 to be deemed as being sufficient for the
Page 217 Page 129
1 Dr. Adam Wemer 1 Dr. Adam Wemer
2 “instirutional investor” is one category 2 finding of market efficiency.
3 of investor and an "arbitrageur” [s 3 But, again, that's one
4 another separate, or might there be some | 4 standasd, I'm sure other courts will
5 arbitragsurs who are also institutional { 5 have had different findings.
6 investors? & Q. Undersiood. No, | just
7 &, Thal's certainly a 7 wanted io come — understand why you
& possibility. 8 didn't feel that those numbers provided
% Q. But, by distinguishing, o 9 you additional support, but you talked
10 using both terms here, you'ne Aot trying 10 about the number, the absolute mumber, of
11 tosupgest that it's either one or the 11 institational irvestors rather than a
i2 other. 12 percentage.
13 A. [don't believe so. 13 Do you know whnt the number
14 Q. Let'slook a1 paragraph 76, 14 of instingtional investors wag during the
15 for a moment, where you provide some data | 15 class period that corresponds to these
16 about the institutional investors holding |6 percentages?
17 units of Hi-Crush. 17 A, 1 believe it was between one
18 Dho vou see that, in the fArst 18 and wen
19 sentence of paragraph 767 19 Q. How did you go about
2 A Yes 20 determining what the number of
21 Q. And you - the numbers that 21 imstitational investors was durmg that
22 you mclude there is roughly 15 percept 22 period of tdme?
23 to 33 percent 33 A 1locked up the data on
24 b5 that dising the — that's | 24 Bloomberg, or someone did that st my
25 during the class period. right, as |25 behest.
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Page 130 Paga 112
1 Dr. Adam Wemer 1 Dr. Adam Werner
2 ). Dnid you «= does Bloomberg 2 A, Thatis correci.
3 provide that, you know, wrapped ina bow, 3 Q. Soit looks like the data
4 ordid you have to go o like the 4 remains unchanged from September 16th
5 Schedule 13 aps and sctually compute the 5 throogh October 14th.
6 numbers vourseif? ] S0, ami | reading that
|7 A. I'mnotsure “wrapped in a 7 comectly?
B bow” is a technical term, but — 5 A, | believe so.
| § Q. Itsmot. 2 0. So,if that's correct, that
(10 A, —]believe that is cormect, 10 would mean that, at the end of the third
| 11 it is wrapped in a bow, 11 quarter of 20012, the nomber of
12 . Bloomberg provides the number 12 institutionzl units held was 2,097,326,
{13 for you rather than you having 1o go and 13 A A imately.
| 14 compute it yourself? 14 ) Apd then, a week later, which
l‘ls A. Comect. 15 isnow into the fourth quarter of 2012,
| 16 ). Thal being said, did vou, or 1& il remains af that same number, and it
{17 anvone on vour — af your behest, look at 17 remains al that same number the following
18 apy of the SEC forms, 13-F, for Hi-Crush 18 week, as well.
| 19 during this period of time, during the 19 Dioes that strike yvou as
120 class period? 20 unusual, that the institutionsl holdings
21 A YWen, 21 would not change afier a quarter ends?
22 Q. Youdid 22 A, | didot say the
23 A Yes 23 institutional holdiugs didn't change.
24 ). Wasthat dooe as a check, 1o 24 Q. Okay.
25 wverify that the information you obtained 2% A, I'msaving the data is what
Page 131 Pepe 233
Dir. Adam Wemer 1 Dir. Adam Wemer
from Bloomierg was accurate? 2 i
A. Yes. 3 Q. Oh
Q. And did you find that 4 A, Andvou alluded previowsly o

WO Bl el Oy LA s b Pl o=

BRERGeEIaranRSs

b g

anvihing was nod accurate in the
Bloomberg information?

A, Mot that I'm aware of,

Q. And tuming back to Exhibit
15 for a mowment, you will sze that =
well, let me take it one step back,

So my nnderstanding is that
Scheduls 13 - Schedules 13-F — or Forms
13-F, are filed on & quarterly basis. 1s
that vour understanding, as well?

A, 1 believe that's comrect, but
I dom't think there's any limitation on
when = on how many vou can file, |1
miean, you could file them weekly, if one
chose ta - (gesturing),

Q. Looking at the data in
Exhibit 15, you'll see that the
institutional holdings remains unchanged
from September -- 1 puess you're lsting
it here on a weekly basis, it looks like:
is that right?

5 the fact that these things are often

6 filed quarterly. I believe that

7 that — this phenomenon that you're

& discussing is a resuli of data being

9 filed quarteriy.

i . | geess what I'm really

I1 getting at is, is this possibly another
12 error or mistake in the report, or your
13 declaration, | should say.

4 A. Mo, it's an estimation.

15 1 coueld have just said

16 between September 16, 2012 and

17 10-21-2012, thers were approximately
18 2.097326 shares held, basad on

19 Bloomberg's review of the 13-F filings
20 for these companies that held shares in
21 Hi-Crush

iﬂ 1 don't know their exact

iﬂ number of holdings each day, nor do they
24 have to repon them.

25 Q. Okav. But, as far as vou

212-275-5424
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Puge 234
Dr. Adam Wemer
know, Bloomberg reporied the same number
on Sepiember 301h as it did on October
Tih.
A. 1 believe that is cormect.
Again, I'm more than kappy 12
change that to a date range, in which
8 case | know for sure that that represents
9 the average number of shares held by
10 institutional investors during that fine
|11 perind.

s Lm  aB B e

| =
Dr. Adam Werner

your Aumbers in Exhibit 15 1o these
numbers, because they are vastly |
diffarent.

S0 vou see that your number
is 2,097,326, and you also sec, | think
on line 12, that one nstimsional holder
has that exact number of shares -- or,
units, but the ol units held by
institutional investors, &8 of Seplember
30, iz potually 7,838,548 And that

O oR =) Sh LA de L Rd o=

12 @ No, I'm not quibbling with 12 makes the percentage of shures

13 that 13 owstanding aciually 57 — percentage of

14 1 just waril 1o uake sure that 14 shares held by institutional investors

15 this is - that these numbers are right, 15 outstanding, as 57 — rounded down 1o 57

16 that's all. 16 percent. A

17 A, {Gesturing) — okay. 17 Do you have any explanation

1% Q. So, as far s vou know, they 18 for this discrepancy?

19 are, that's your testimony. 19 A, Yeah

20 A,  Correct. 20 (). What's that?

21 0. And I have no reason to doubi 2] A. Thomson Reuters is terrible

22 that, 52: a1 collecting data.

23 Just seemed odd that they did 23 Q. Okay.

24 not change, that's all. 24 A 1mean, I've found that,

5 ME. PARADISE: I'm sorry, off 25 especially when it comes 1o thesa type of
Page 235 Page 137

i D, Adam Wemer 1 Dr. Adam Wemér

2 the record for one scoond, 2 filings, they're oftentimés - it's like

i (Recess taken: 3:59 pom, - 3 sygnificantly off, but — sl to the

4 4:10 p.m.) 4 point where I've called them before, whien

5 BY MR. PARADISE: | 5 1 used 1o use Thomson Reuters. and said,

fi Q. 5o let me hand you what I'm 6 like: O, look, vou know, this — here,

7 asking Wendy to mark as | believe Exhibit | 7 I'm looking at the filing, i's not -

i 6 B you know, whatever it is, these numbers

] MR. PARADISE: 1s that right? 9 not right. And theyl] be like: Oh, you

10 (Whereupon Deposition Exhibit | 10 know what, you're right

11 &, Document, représentsd o be 2 11 Mow, that having been said,

12 compilation of mformation 12 if vou want me to 1ake these numbers on

13 retrieved from Thomson Feuters of 13 face value, these numbers would only

14 13-F filings as of September 30th, i4 boost my opinion that the markes for

15 2012, was masked for 15 Hi-Crugh was inefficient, but [ will tell

16  identification, as of this date.) 16 wou that data garmered on == from 13-F

17 . This is - Wendy's just 17 filings, is terribly incongistent across

18 handed you - the coun reporier’s just 18 all data providers, and Thomson Reuters

19 handed you what is marked as Exhibit 6, 19 is one of the worst iu providing that

20 which I'll represent to you isa 20 daa. -

21 compilation of information that we zl Q. Perhaps not now, bu perhaps

2 retricved from Thomson Reuters of 13-F 12 wheu you go back 10 San Francisco. you |

23 filings as of September 30h, 2012 23 can fake a -- have somebody ke ancther

4 And | just wanted to show 24 ook, and if it rurns out, in this

25 this to you and see if we can reconcile 25 instance, that Thomson Reuters is right,
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Pogse 235 | Page 340
i Dr. Adam Wermner | I Dr. Adam Wemer
2 or that perhaps somebody al Gnanug, other 2 think = [ should say, | think we were
3 than you, I'm sure, might have made a | 3 sble o find it, but you will have to
4 mistake, you could let us know and we | 4 tell usif 'm right or wrong.
5 can — you know, 5 ME. PARADISE: So let's mark
[ (REQUEST) 6 this as Exhibit 7.
7 A, Well, I can tell you now that 7 {(Whereupon Deposition Exhibit
E this data was taken from Bloomberg, this & 7, Document, which says Diow Jones
9 i3 what Bloomberg represents as 9 LL5. Mining Index (Index DIUSMG),
| 10 institutional holders. So 1 wouldn't say 10 was marked for identification, as
11 snyons made a mistake. (Indicating) — i of this date.)
12 someone else looked a1 Thomaon Reuters 12 Q. Sothe court repacter has
13 and took these numbers ofl the Thomson 13 handad you what's been marked as Exhibit
14 Reufers, 14 7, which | can represent to vou came from
15 Did they make a mistake? 1 15 the documents that were provided by
16 don't know, 16 Plaintiffs’ counsel in connection with
117 Q. Okay. 17 your deposition.
18 A. [ assume they sccursely 18 Can vou identify this for the
19 entered this data opto this page. 19 record?
20 Q. Well, you had said earlier — 120 A, As]sit hers, no. |
21 it's your declaration so, obviously, you {21 Q. Oksay.
22 don't have to do any of this, but you had {22 A, |mean, if 'm reading it, it
23 said earlier that you verified the .3 says Dow Jones US. Mining Index (Index
24 Bloomberg data by reviewing the 13-F. 24 DIJUSMG).
25 So, obviously, if you go 1o the 13-Fs — 25 ME. PARADISE: Off the record
Page 256 Page 241
1 Dr. Adam Wemer t Dr. Adam Wemer
2 youdon't have 1o go to all of them, if 2 for one second.
3 vyoueven wem o just a few of them, 3 {Discussion off the record.)
4 because there's 29 institutional 4 0 You're not disputing that
5 fuvestors on this list, and you had | 5 this came from your —
& think said there were fen 50, obvioushy, 6 A, | believe you.
7 that would be pretty easy 1o see, if 7 Q. Okay. You said earlier that
| B there was a mistake by either Thomson £ you had accounted for — 1 believe you
9 Reuters or perhaps Bloomberg or perhaps 9 testified earlier, that you had accounted
10 someone ai Grams, but thai®s all I 10 for ULE, Silica in your event study; is
11 say onthat. It is what it is. 11 that correct?
|I2 If == vou said this 12 A, Izaid | adjuegted for the
13 strengthens vour opinion on marke! 13 industry — mdustry effects of my
14 efficiency, amyway, "this® being the data 114 analysis.
1% in Exhibit 6. 15 ). And the reason — and we were
16 A, Thatis correct. But, sgain, 516 looking at 1.5, Silick, because they —
17 I'd be very suspect of delineating that l? there was some news about U5, Silica
18 data — trusting thay data. 18 reported in that same beadline in your
19 Q. Understood. 19 event study in Appendix A on November
20 We were able to find the 20 13th.
21 spreadsheets -- or, the Exce] 21 Do vou remember that, that we
22 spreadsheet, that you said you thought 22 1alked about that?
23 you had provided regarding the Dow Jones 23 A, | remember discussing that,
24 Index, so 1 want to show it, if [ have 24 yes.
25 a-dolhave acopy of that? And [ {25 Q. Well. l&1 me ask vou, did vou |
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Pags 347 Page 284
1 Dr. Adam Werner 1 Dr. Adam Werner
2 account for the price movement in U.S. 2 event study, In your epinion, if U.S.
3 Silica on November 153th in your event 3 Silica was not part of the mdex?
4 study? 4 A Ihaveno—itsa
5 MR. STRAUSS: Objection. 5 hypothetical, | have no way of being able
[ A, "Objection”, asked and & to answer it
7 answered? T Q. Well do you think it's
£ Q. Youcan answer. 8 impartant, for the purpose of your event
9 A Tothe extent that LS. 9 study, 1o account for 4 competitor like
10 Silica is part of this indusiry index, | 10 ULS. Silica?
11 would say yes, 11 A, 1think —
12 Q. Andtothe extent that U.S. i2 ME., STRAUSS: Objection.
13 Silica is not part of this mdustry 13 Go ahead.
14 index, would that have any impact on your 14 A [ think it's important 1o
15 event study, in your opinion? 15 account for market- and industry-specific
16 MR. STRAUSS: Objection. 16 factors in my enalysis
17 MR. PARADISE: Ofkay. 17 Q. Tuming back to Exhibit 7 for
18 MRE. STRALSS: Are you sure 13 & moment and, again. this came from
19 that's e qUestion you wanl o 19 your — [ mean, either your files or
] sk, you're aszuming that it's not? 20 Kirby MeInemey files, bul it was
2t MR PARADISE: 1 said 1o the 21 represented to us that this was an
22 extent that it is not. He said o 22 information or data that was relied upon
{23 the extent that it is that he 23 in connection with you're -- the
24 accounted for it 24 preparation of vour declaration, Choay?
(25 Q. [I'm asking to the extent that 25 A, Okay.
Page 243 | Pags 143
I Dr. Adam Wemer R Dr. Adam Wemer
2 it's pot, would that have any impact on 2 Q. So,ifyou look al the op
3 your event study, 1 line, number 1, you see at the top of the
4 MR. STRAUSS: Objection. | 4 page, line 1, there's a reference fo an
5  don't understand your question. 5 Index DDCDIUSMG.
& You mean did he evaluate it & Do you see that?
7 individually into that study? Do 7T A Yes
B you wanl o ask that? 8 Q. NMNowtum back 10— [ think
] MR. PARADISE: My question 9 it was Exhibi1 3,
10 stands. 10 D you know what that symbol
i1 Q. Do yvou understand my 11 s, the DJUSMG?
12 guestion? 12 A.  Exhibit 3 — 'm sorry, where
13 A, ldonot 13 is Exhibit 37
14 Q. Okay, lef's do this again. 14 Q. Well, the first - the
15 You tesiified carlier that 15 reference to the DIUSMG, an Exhibit 7,
16 youaccounted for UL.S. Silica - and you 16 that I just read 10 you,
17 just said it again, just now -- in your 17 Dio you know what that
I8 event study 1o the extent that it was 18 represents, DILUSMGT
19 part of the index, the Dow Jones Index — 19 A, This is irrelevant to Exhibit
20 1 probably should have — the Dow Jones n 3.
121 Industry Index 1o which yvou relied; 21 Q. Mo, I'm asking you, do you
|22 correct? 22 know what DJUSMG, from Exhibit 7, means?
(273 A 1believe that is comect 23 A, Icould be the imdex symbod,
24 Q. Ifitwas not part of that 24 it could be the Bloomberg code for the

25 symbal,

|25- index, would that have any effect on your
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Page 246 Page 243
1 D, Adam Werner 1 Cir. Adem Werner
2 As 1 5it here today, 1 don't 2 price change from the 123h to the 13th?
3 know, 3 ). Correct. I
4 . S0, here's Exhibit 3. And if 4 A, Okay, SoI'm taking the '
5 you look al the upper left side, in 5 quantity of 140.07 minus 141.72 and
6 black, it says: DIUSMG Index, 6 dividing that by 141.72. ||
7 D vou ses that? T Q. (Using calculator.)
8§ A lsecthat 8 A Oops, | forgol the equal
9 Q. Andyousaid to us earlier 9 sign
10 that this was not the index that you 10 So negative 1.2 percent,
i1 relied upon. {11 that's with rounding.
12 A. [ believe that is correct. {12 Q. Right AndIhave the
13 Q. Okay. So, even though the {13 HP 12C, 50 going all the way, four
14 index that's identified on your documeut, i 14 decimal places, 1 pot negative 1.16.
15 Exhibit 7, is DIUSMG, and even though 115 A Megative 1.167
16 this Bicomberg screen shot is of the L[] Q. Well, because il went down,
17 DIUSMG index, it's your testimony that 17 the peice went down,
18 these are nol the same index — the seme 18 A, Oh, vou've converied inle
19 indices. 19 percentages.
20 A (Pause.) 20 Q. Well, you had — I thought
21 Az | sit here woday, [ don't 21 you had 1.2; didn't you?
22 know. 22 A, Percent
3 . Okay. Let's see if we can do 23 Q. Right
24 it this way. 24 A.  Yeah, I thought you were
25 Let's talkte a look at the 25 reading off the screen,
Pags 47 Page 143
1 Dr. Adam Wemer 1 D, Adarn Wemner
2 Exhibit 7 for a moment, and il you need 2 Q. Oh,ch, ch. Mo, o somy, |
3 1o gel your computer out, that's fine, 3 have negative 1.16 percent, okay.
4 but if you can use the more simple 4 Turn now 1o your Appendix A,
| 3 calculator, I'l give you that again, b 3 end tel] me what the industry reburn was
6 if vou need to do it, I'm going to ask & on Movember 13th, 2012,
7 wou todo & caleulation with me, so if 7 A (Pause)
B vou need o gel your counputer — 1 know B Minus 1.16,
2 vou don't like the HP 12C, but - oh, you 9 Q. Yes, okay.
10 have a calculmor Aght in froal of vou. i S0 do you find # odd that
11 I you need to get vour computer, please 11 that's the same number that is on your
12 feel free to do 5o 12 report, even though yvou didn't = vou say
13 A. TIngoing to hold off. 13 wou didn't use = well, withdrawn,
14 Q. Okay. | want you to look a1 14 withdraw.
15 line &3 and line 64, and 1 wanted you to 15 A, I'mosory, | don't understand
16 compute with me the percentage change in 16 the question.
17 the price from the 12th to the 1 3th. 17 Q. It'sokay.
18 S0 - 18 There's o question, |
19 A, Olay, Il nead it. 18 withdrew it
20 Q. Yeah And if vou don't |20 A, May | put away my computer?
21 mind, can you just tell me out loud how [21. Q. Yes, thenk vou
22 wyou're doing that, just 10 inake sure that |22 Just for the record, if vou'd
23 D' doing it the same way7? 23 take a look at Exhibit 3 for one moment.
24 A, (Using computer.,) |24 1 just want you 1o agree or disagres with
|2 Okay, you want me to do the {25 me.
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Tage 150

Dir. Adem Wemner
[ do not see LLS. Silica on
fhis 1ist, o this index, if that's
represented by Exhibit 3. Do you agree
with me on that?
A, Tdo
Q. Okay.

A. Maybe you can represent for
me why these numbers start on 11 and go
through 237
Q. [ actually asked that same
question. And the answer is that's the
Bloomberg thing, 1 think, because it says
13 members.
If you look at the line below
alert, where it says: 7 alert, on the
top of the page, (mdicating).
A. Righr, okay.
Q. It says 13 members -
A, Okay.
0, = and even though it sarfs
a1 11 it still has 13 members.
Look, all we're trving to get
a1 s, we're trying to figure out
whal = we're trying to just figure

W ol O W S b e

Page 352 |
Dr. Adnm Wemnes

MS. BRANDON: OfF the record.

(Dhscussion off the record. )
BY MR. PARADISE:

. Now, lel's go back 1o

paragraph - our favorite paragraph oo
your declaration, pargraph 12, the one
we spent the most time talking about
today, | think.

I want 1o just make sure —
I'm ot asking you w0 answer, [ just wanl
to make sure | undersiand what you
angwered earlier, that 'm on the right
track.

When [ asked you earlier
ahout what the comacted diselosure was,
you directed us fo paragraph 12 and 1o
the Amended Complaint, but | think we
were able to do it in paragraph 12, and
you pointed 1o the information that you
quote here, which was that Hi-Crush
terminated the contract with Baker
Hughes -- Hi-Crush terminated the supply
agreement - 'm paraphrasing now, but il
anything I say is not accurate you'll

B -l LA e L R e

Pagn 251
Dr. Adam Werner

out — we think. no surprise, that this
{indicating) is this, and we think this
i the mdex this represents, and you're
telling us it's pot, 50 perhaps You cian
give us the backup 1o show what companies
afe — comprise this DIJUSMG Index that's
represented in this spreadsheet, if you
know, if you have an employee to do that,
50 that's == we're just trying to get —
to make sure that we're all on the same
page here,

A. T understand.

Q. So,that'sall. | mean, we
just — you know, we have this,
{indicating), we have Exhibit 7, but we
don't have - and | had asked you carlier
if wou had a list of the companries, you
said wou think you do, and you're going
1o ask 1o get that but, you know, we
den't have it

Wi have what 'we gave you, you

said it was the list, but we don't think
that's right, frankly. So that's it.

A, Okay.,

D S 0w 0 S A de e B

12

i e =
O =1 En Ln ode LD

19
20
2
22
23
24
l25

Page 153
Dr. Adam Wemer
correct me - that Hi-Crush terminated
the supply agrecment with Baker Hughes —
full stop.
Is that --
A. [ believe that's comect.
Q. Okay. Would you agree with
me that Hi-Crush could oot have disclosed
the fact that it had terminated the
contract with Baker Hughes any earlier
than Movember 12th, 20127
MR. STRAUSS: Objection,
that's not an expert — [ don’t
understand, you're asking him
whether they had a legal obligation
o do it?
MR. PARADISE: Mo, not &
legal obligation, I'm asking him a
factual question.
Q. Could you disclose something
that haso't happened ye1?
MR STRAUSS: Can you ne-read
the question, pleass?
And you're making a legal
argument, you're not making a -

212-279-9424
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Fage 154

Dy, Adam Wemner

you're ned asking for an expen
opinion,

But go ahead, what was the
question again?

{The record was read.)

ME. STRAUSS: That's not an
experi guestion - that’s not a
. proper expert qnestion for the

10 scope of this deposition.

1 You want to ask him about his
112 opinion, did he render an opinion
(13 about when they could or would have
|14 disclosed something, then you can
15 ask him, but he didn't render @n

W00 ] O s B Rk B e

TR T, ST R ey

L]

=]
el

Page 246
D, Adam Wermer

AL [dor believe so.

. You know, you ere familiar
with, and you cite to, an article by — 1
think it's Brad Comell, and I'm nod sure
of Morgan's first name, but it's somebody
Morgan,

Do you know == are you
familiar with that article?

A Yes

Q. Youcite to them on page 10,
Fooinote 31.

A, Oh I'm sory, page 10.

Q. Yes, paragraph — I'm
sorry = Footnote 31, which appears ai

16 opinion about that. 116 the top of the page.
17 Q. Can you answer my question? | 17 A, Okay.
18 A, Na 18 Q. Andyou say that that —
19 Q. Okay, why not? |19 well, vou cite them 25 one source of
20 A, 1dont undersiand it 120 support for the use of event studies. 1
21 Q. Okay, It me try 1o do it |21 believe vou're saying that they are one
22 this way. 22 source of - withdrawn,
23 If something happens, occurs, 23 You cite - why do vou
24 tomorrow, can 1 tell vou that it happened M4 eite — let me st ask vou, why do vou
25 today? 25 cite to Mr. Comell and Mr. Morgan's
Page 155 Page 157
1 Dr. Adam Wemner 1 Dr. Adam Wemer
2 ME. STRAUSS: Objection. s 2 anicle there? [
3 this & metaphysics class or an 3 A, Can vou hand me the article?
4 expent deposition? A Q. Oh, yeah.
5 A, I'msorry, [ didn't follow 5 MRE. PARADISE: Do you have a
6 that. [ 7
7 Q. Ifsomething happens 7 . While she's locking for that,
g iomorrow, can | disclose 10 vou that it £ did you work with Brad Comell at
9 happened, that it occurred today? 8 Charbes - was it Charles River?
0 ME. STRAUSS: Objection, 0 A [dd
i1 NONEense. 1 (r. Do you respect hin as an
12 A. ['haveno idea. 12 economist?
13 I honestly don't understand 13 A, [ believeso.
I4 the question. 14 Q. Okay.
15 (). Lets go — you've testified 15 ME. PARADISE: Let's have
16 numerows limes as an expert on damages, 16 this marked as Exhibit 8,
17 comect, in securitics litigation cases. 17 {Whereupon Deposition Exhibit
15 A. | beligve that's comrect. 12 B, Article, HeinOnline, was marked
19 Q. Andwetalked earlier 19 for identification, as of this
20 about — we touched upon earlier, a 20 date)
21 siuafion where - we didn't call it 21 A, Dkay, Sowhat did you want
22 this, byt are vou familiar with the {22 1o ask me about this?
23 concept of an overdisclosure? (23 Q. TI'mjust asking you what -
4 Have you heard that ferm 24 for what purpose vou clied o Comell’s
25 before? (23 and Brad - and Morgan's article.
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D¢, Adamm Wemer

A. | suppose to back up the idea
{hat damage experts have used evenl
studies to calculate losses and under the
efficient market hypothesis.

. Have yvou read this article in
its entirety ai some point?

A, Alsome point

3. Do yourecall - and it's a
difficult question, o if you don’t you
dor't, but I'm going to ask it, anyway —

DS oe ol e B L R —

Ehﬂlm-.lﬂ'-'-ﬂh-hlh-l---

Pape 260
Dy, Adam Werner

“oyerdisclosure”.

Q. Well, they don term if an
"overdizclosure” in this case,

They talk about, generically,
that something like that would be an
"overdisclosure”. They weren't speaking

of the Hi-Crush case. They're saying
it's an "over"— they're calling it an
"overdisclosure”, because they're saying
it is mare information than iz necessary

12 do you recall if there's anything in this 12 1o comect the prior misrepresentation of
13 article that vou disagree with? 13 omission, so that's why they're saying
14 A. 1don't recall, 14 "overdisclosure®,
15 Q. [asked you sarlier, are you 15 A. [don't know if that's more
16 familiar with the term "overdisclosure”, 16 oF less information.
17 and | don't remember what your answer il . Okay, Inany event. lum o
18 was. 18 page 897 for a moment.
19 A, My anewer was | don't believe 19 And I'm looking at this
0 s0. 20 paragraph thai begms with: In summary,
21 Q. Okay., Wall, let me fefl vou 21 and it says = T read it into the
22 what Tunderstand 22 record: [n sumamary, one can
{23 They nsed the 12rm 23 unamhbiguously define the disclosure date
24 “overdisclosure” in here, [ can't find it 24 and the associated disclosure price only
25 at the momend, but my understanding of 25 insimple situations. In most
Page 159 | Pags 261
1 Dr. Adam Wemner i1 Dr. Adam Wemes
2 whal 11 means, and maybe you undarstand 2 circumitances, the parties must conduct
1 the concept and you call il something 3 financial analysis to determine the price |
4 else, is when there is a corrective 4 at which the security would have trded
% dizclosure that reveals more than what is 5 had the misrepresented or omined
& pecessary 10 comec! & prios & information, ard only that information,
7 misrepresentation OF omission, 7 been disclosed.
B So, in other wonds, if vou B D you see thar?
0 had a press release, we talked about D A lde
10 earlier the November 13th press release 10 Q. Doyouagree with that
11 disclesed the termination of the contract Il statement?
12 by - the termination of the Baker Hughes 12 A, Tdont know, as | sin here
13 contract — by Hi-Crush, but it also 13 today.
14 disclosed earnings. 5o the earnings is 14 . If you were - and we touched
15 not necessary 1o cor-— you know, the 15 upon this a linke bit earlier, bt just
16 eamings that were described, or 16 10 come back 10 it for a second — if you
17 discussed, m that press release, was 17 wene peked by Mr. Strauss, or somenne
1% maore information than was necessary o 15 else with Kirby Mcinerney, to construct a
19 porrect what was allegedly a prior 19 damages model for this case, what would
2y omission. So that's what they determined 20 you do? How would you go about doing
21 “overdisclosure.® 21 thai?
2 S0 does that concep! = |22 ME. STRAUSS: Objection
23 A I understand what you'ne 23 A. Usean event study 1o measure
24 talking about, but [ don't know why vou 24 the abnormal return, I'd investigate what

| 25 winld - why they term it an

25 other news was released on that day, how
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Pagr 263 Page 164
i Dr. Adam Wemer i Dr. Adaen Wermer
2 the markel viewed that news, all the news 2 Put ancther way, 1 belisve it
3 that was released. U'm - if it turned 3 is an incomplete hypothetical,
4 oput that, you know, something was — 4 Q. Letslook at another pant of
5 there was a compounding factor in what we 5 Morgan and Comell’s article, on page
& were — in the announcement, I'd take 6 831, |
7 thai info accoumt, 7 The first full paragraph, and
8 Q. When you sav "all® — when & for the record 11l just read: Yel cases _
9 vou refer 1o "all the news®, are vou 8 in which a company announces A and then |
10 referring to the company’s specific news |10 announces strictly A s not true are
11 or all the news in the market ot large? 11 rare.
12 ME. STRAUSSE; Objection. 12 Do you agree with that
13 A,  I'm speaking of the company- 13 staternent?
14_specific news — 14 MR. STRAUSS: Objection.
15 Q. Okay. 15 Go ahead.
16 A. - on'the disclosure date, 1 A Inwhichacompany
17 Q. 50 - and the reason for 17 mmounces — are you asking do companies
18 thai, the repson for doing that, whers 18 try to hide bad news with other news
19 you said vou'd trv 10 - I8t me withdraw 19 50 - i have these compounding effects,
20 thal 20 50 they —
21 So would your - would you be a1 Q. Tm-
22 trying or attempiing to kind of isolsle 22 A, - confuse the situdtion
23 the drop in the stock price that was 23 about whether or not & disclosure is a
{24 anributable to the comective 24 clear disclosure or not?
25 disclosure? 25 Q. I'm asking simply do you
Page 263 Page 244
1 Dr. Adam Werner | 1 Dr. Adam Wemer
r Would that be your objective? 2 agree with the stafement that — I'm not
3 MR. STRAUSS: Objection. 3 being pejorative, you put a pejorative
4  Once again, you're talking about a 4 deseription in there, but F'n just simply
5 hypothetical - 5 asking, in vour experience, whether vou
i MHE. PARADISE: Yes. 6 think it's for the purpose of hiding, or
7 MR. STRAUSS: -a T whatever, is it your opinion, if you have
g hypothetical exercise, 8 one, that it's rare for companies 1o
1 9 ME. PARADISE: Yes, onethat 9 simply say A and then anmounce later on
|H.‘.| he's done numerous times. I0 that A i5 oot true,
1l THE WITNESS: Could you read 11 MR. STRAUSS: Objection.
12 back the question, please? 12 A. [dontunderstand what Brad
13 (The record was read ) 13 means - or, Dr, Comnell means, in
14 A, It depends on what [ would be 14 this — by simply -- maybe you're adding
15 tasked with. 15 "simply" —
16 Q. Tasked with determining the 16§ Q. "Striciy.”
17 damages caused by the allepad fraud, 17 A, "Strictly®, ves, I'm somry,
18 MRE. STRAUSS: Objection 18 "Strictly®,
19 A Again, it would depend upon 19 Q. He said "strictly”, [ didn't;
20 what someons askéd me to do. 20 right?
2] Q. S0 you cani — you are 21 A. Correct, he did, be said
22 unable to answer the question, bazed on 22 "grictly”, I'm not sure —
23 these - this lypothetical? 33 Q. Okay.
24 A. DBased on the way vou've 24 A - inwhat coutext he's using
25 deseribed the situation, that is comect, 25 that temm. |,
67 (Pages 262 - 265)
VERITEXT REPORTING COMPANY

222709424 WWW, YeTitext.com 212-4%0-3430



Case 1:21-md-02989-CMA Document 567-17 Entered on FLSD Docket 06/07/2023 Page 69 of

Case 1:12-cv-08557-CM Dnr:umenl]ﬁ'fl-l Filed 06/17/14 Page 69 of 114

Pege 3466 | Page 268
I Dr. Adam Wemer I Dr. Adam Wemner
2 Q. IfIsmd"simply”, then | 2 any of those Maliers - Wert you ever
3 misspoke, and [ meant to say "stricly®, 3 asked 1o calculate the share price
4 but L don't know, 4 inflation a1 the time of the disclosure
| 5 ME. PARADISE:; Did 1 say — 5 that's supposedly, vou know, revealed the
6 {The recard was read.) 6 trh to the markel?
) ME. PARADISE: Okav, il 7 ME. STRALISS: Objection,
] spunds like either | garbled i1 or 5 Go shead.
9 wou dide't ged it all down. g A, "Asked®, do vou mean as when
10 Q. But, the bottom line is, | 10 I have been an expert, or are you
11 think the substance i3 the same, but | 11 speaking to when I've supported other
12 can comrect it in the record, 12 individuals?
13 It's — what it should say 13 Q. Ifitsadifferent answer,
14 st Yet cases in which a company 14 then we can break it out like that, but 1
15 announces A and then announces strictly A 15 would say eitherfor.
16 % mot true are rare. That's what | 1] A, | believe, yes.
17 meant 1o guote. 17 L
18 A, Ohkay, 18 A, That has been the case.
19 Q. The bottom line is, you can't |lB Q. Inthose - in any of those
20 agres or disagres beease vou're nol sure |‘.i!:ﬂ maiters, either AS An expert or 8 — |
21 of the context in which he's sayving it; 21 supporting an expert. did you ever
22 5 that right? 22 conclude that what was disclosed at the
23 A. Comect, 23 end of the class period could not have
4 Q. Okay. 24 been disclosed af the beginning of the
25 MR. PARADISE: All right, 25 class period?
Page 257 Pege 260
| Dr. Adam Wemer 1 Dr. Adam Werner
2 let's ke two minuies, 2 MR. STRAUSS: Objection.
i {Recess taken: 4:48 pm. - 3 I don't understand the
4 505 pm.) 4 question.
- ME. PARADISE: Back on the 5 A, Well - | don't understand
&  record. 6 the question, bt | don't believe I've
7 BY MR. PARADISE: 7 ever been asked to do that,
§ . 1wantotake you back to § Q. Well--
% the "halcvon® davs, when you worked for o A, Tothe extent that 1
{10 Defendants. 10 understand what you're saying.
(11 Do vou remember those days? 11 Q. Well, let me trv it this way,
12 A 1would say that that 12 What I'm asking is, that

13 mischaracierizes who | work for

14 currently.

15 Q. Who vou work for currently?
16 A, Well, | mean, 1 will do

17 defense work.

18 Q. I'msoery, | was being

19 romgue-in-chesk, and 1 shouldn't have,
20 Okay,

f21 But vou testified that in

122 wvour — in the past, you have worked for
|23 defendants; is that correct?

) A. Comect

| 24
|25 Q. And have you been asked in

information that was revealed af the end
of the ciass period - okay?

A. Okay,

. -~ could not have been |
disclosed st the beginming of the class
period, for whatever reason. be it that
that information waso'l available at the
beginning of the class period, that some
event hadn't occurred at the beginning of
the class period that had oceurred at the
end of the class pervod and it was
disclosed at the class period, but
couldn't have been disclosed earlier

13
14
15
16
17
I8
19
20
21
21
23
24
25
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12 example. You have a company that is
13 engaged i merger negotiations on day
4 one, okay?

5] A Okay.

16 . And it tells the markei: We

Page 170 Page 172
1 Drr, Adam Werner 1 Dir. Adem Werner
2 because it had not yet occurred, that's 2 Cm day 30, in addition to
3 what 'm getting at. 3 saving that: We've completed the merger,
4 MR. STRAUSS: Ohjection., 4 they also disclose that: We've been
5 A I'm just = I'm very confused 5 involved in merger negotiations since day
6 about this notion of has not yet occurred 6 one, Okay?
7 but has occurred or will occer -- I'm 7 A, Okay.
& sorry, I'm trying to be — B . What I'mtrying to get af is,
o . Mo- 9 could they have disclosed on day one thas
10 A, —ashonestas | canwith 10 they had compleied a merger?
1T you, but | jusi =T can't wrap my head 11 ME. STRALSS: Objection.
12 around what vou're Irving to get al, 12 . That's the whole — that's
13 ME. STRALSS: You're irving 13 what I'm getiing a1 with all of these
14 io back inlo a factual argument 14 guestions I've been tryving to ask you,
15 that really has nothing to do with 15 ME. STRALUSS: You're making a
i5 hiz opinion on market efficiency. 1& Tactus] argument, vou're not asking
17 And, vou know, if vou want to {17 anexpert opinion guestion or
18 make vour factual argument in your 18 anvihing about his experi opinion
19 papers, that's great, and [ think 119 orany of the analyses or
20 vouabready did bt lest on that, |20 assumplions that he offers expen
21 on the motion to dismiss, but it's 121 opinon.
22 just aol really appropeiste foe | X2 This has nothing 10 do with
23 market — (23 hiz expert opinion or market
24 Q. Oh, is that why you can't — {24 i ;
|25 ME. STRALSS: — efficiency 25 How does this relate to
| Page 271 Bage 3
1 Dr, Adam Wermer Dr. Adam Werner
2  cxamination. market efficiency?
3 (), — answer it, or you can't MR. PARADISE: In faimess,
4 answer it because you don't understand I'm trymg to get to the answer of
5 it? | the question § asked previously,
3 A. [can't answer it because | | which he said he couldn’t answer,
7 don't understand it. because he doesn't understand my
8 Q. Okay, I'mirying 1o come up question, because he doesn’t
% with & hypothetical 1o try to see if it understand the has occurredhas not
16 helps you understand i pccurred, So I'm irving to give an
1 So let's take this as an example of why I'm using that term,

v S el pri w T S SO PO SEPPT S

sommething that bas occurred/has not
occurred.

That's just an example of
that.
ME. STRAUSS: What does this

117 are not engaged in merger negotiations, have to do with markes efficiency
18 ckay? Omday one. or his opinion on market
19 On day 30, the company | efficiency?

20 announces that it has completed & merger, ME PARADISE: Well, he's
21 okay? 21 testified in here that he completed
22 A, Dhay, 22 an evend study, he testified that
23 Q. Soday 30 they complete the 23 there was a cofrective disclosure,
24 mesger, day one they deny being involved 24 that these are relevant 1o his

| 25 inany merger negotiations, 25 analysis of markes efficiency.
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Page 176

| Dr. Adam Werner 1 Dr. Adam Wemer

. Bur if you'll represent 1o 2 just — it seems like some kind of

3 ws, oo the record, that Dv. Werner 3 time-travel thing that I'm not quite

4 is not going 10 be asked o do any 4 wrapping my head arouncl

5 wiher work on this case in 5 Q. assure you, it's not the

6 connection with the class & “time-travel thing".

7 certification motion, including 7 The botiom line is, you

B caleulating damages, then Tl B mever - viou said you've never been asked
9 withdraw the question. 9 o express an opinion — at least as far
1] MR. STRAUSS: I'm not going 10 &% you understand my question — you've
11 to represent that. 11 not been asked to express that opinion in

12 MR. PARADISE: 1didn't think 12 any of these other matters that you've
13 you would, 13 waorked on in the past for other
14 BY MR. PARADISE: 14 defendants.

15 . Sodoes that help you 15 A, | haveno idea,

16 understand - 16 . Allrighy
17 ME. PARADISE: And again — 17 MHE. STRALSS: Yes, no
H] MR. STRAUSS: If you ask him i§  opinions on time travel.

] if he's been asked to calculate 19 THE WITHNESS: Could be cool,

M damages or If be has an opinion on 20 certainly po back and fix some
el | damages, and he's said no, 50 | 21 errors in my life,

o don't understand why that's not the 22 Q. You list, in Exhibit 2, one
13 end of the analysis. 231 of the documents that you relied upon,
24 If he renders an additional 24 the decision and order granting, in part,
25 opinion on damages, you'll have the 25 and denying in part, Defendants’ motion

Page 175 Pege 277

I Dr. Adam Wemer 1 Ch., Adam Werner

2 opportunity Lo depose him on that. 2 todismiss in this case. [s that right?

3 ME. PARADISE: Will we? 1 3 ir's -- I think it's Document

4 don't know. Notwith the schedule 4 Mumber 1.

5 we have right now, [ don't know 5 A. Okay. Youknoow what? Let me
6 that we will. 6 amend Exhibit 2.

T So, but let me just answer 7 I bedieve that it should say:

& your other objection. B Documents reviewsd.

g The hypothetical was only for 2 Q. Okay, as opposed to:
10 the purpose of trying to explain 10 10 Documents relied on?
11 him what my question was sbout 11 A, Wes

12 Q. And, | don't know, did 12 Q. Andwhat's tha -- what's the
13 that - putting aside Mr, Strauss's 13 distinction, in your mimd?

14 objections, for the moment, did that - 14 A, These are all things that [

15 do you at Jeast now understand where I'm 15 have looked af. I'm not sure that every
16 coming from or what I'm getting at, with 16 litile thing on this page has formed my
17 that question? 17 opinktn = of, helped form my opinion.
18 A, [Itjust- it doesn't make — 18 Q. Well, let me ask you
19 | understand, [ think, what you're rying 19 specifically shout that document, Mumber
2 to say. 20 pwo, And ifivs okay with Mr, Strauss,
21 I's like you're saying if 21 T'li just refer o it as a decision and
22 something didn't occur, or something is 22 oader on the motion 1o dismiss.

23 going to otcur in the fuhure, can I ~ 3 Is that n document that you

{24 and [ don't know whether if's going to 24 relied upon, as opposed to reviewed?

:511 oceur, can | talk about it today — it's 25 A. Canl-Ithink yvou've
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Tage ITH Page 250
1 Dr. Adam Wemner I Dr, Adam Wemer
2 already entered it as an exhibii, 2 0. Okay, so do you have - you
3 ). Mot the Decision and order. 3 don'tagree or disagree with tha
4 A Oh 4 swatement; is that fair to say?
5 Q). Bu | can give it to you 5 A T'lbstick with my answer -
& A, Yeah, I would like to take a 6 ME. STRAUSS: Objection.
T look & it T AL -=1don't know what that
£ Q. Gure. Always askthat, if B means.
% you like, 9 ). Wheu you sy you don't know
10 A 1 guess you gave me the 10 what it means, what — you don't know
11 Amended complaint over there. [ 11 wihiat what means?
12 Q. Right (12 A. 1 doa't know what the judge
13 ME. PARADISE: This would be {13 meant by that
14 Exhibi 9. 14 Q. Okay, I'm sorry, youdon't
15 (Whereupan Deposition Exhibit 15 know what you meant - what | meant by
16 9, Decisiou and order pranting in |16 what | zaid, okay.
17T pan and denying in pan 17 Let's look at — mayhe this
18 Defendants’ motion to dismiss, was I8 will help, let’s look - sometimes it's
|19  marked for identification, as of 19 easier to understand things in writing
{20 this date.) 20 than oral, look at page 27, this first — |
21 THE WITNESS: Okay, now that 11 second full paragraph.
:12 1 have it in fromt of me, could you 22 Read the first sentence of
{23 re-pskthe question? 23 that paragraph.
bt | Q. The question is, using the 24 AL (Paase.)
2% distinction that vou just drew, & this 25 Yeah, T don't know what the
Tage IT3 Paps 741
1 Dr. Adam Wemer 1 Dr, Adam Werner
2 zomething that you reviewed and relied 2 judpe was —
3 wpon or just reviewsd for the purposes of 3 Q. Soyou don't agree or
4 your opinkon. 4 disagree with her statcment there.
5 A, Well, to the extent that | 3 ME. STRALUSS: Which
6 believe this document informed my 6  statement?
7 understanding of what the class period 7 MR, PARADISE; The first—
# was, | believe — to that extent | relicd ] the one [ just asked about, the
9 upon it and. o relying upon it 1 4 first qentence af — the frst —
10 reviewed it. 10 second full paragraph on page 27.
11 . Okay. There is — let me ask 11 Do you want me 1o read i
12 you about some olher things, besides 12 into the record?
13 that, and ask quickly if you have an 13 MR, STRAUSS: Mo, I see the
14 opinion about them of vou even are 14 first sentence.
15 f=miliar with them. i5 A, Just the first senlence?
16 The cowr nuled in this 16 MR. STRAUSS: Of the second
17 decision — or this Decision and order, 17 paragraph on page 27.
18 that-- well, she didn't rale, she 18 A, Pwould turn the question
19 stated, in this Decision and order, that 19 owver 1o you, did you counter the Baker
20 the letter that Baker Hughes sent 1o 20 Hughes purportad lermination was invalid?
21 Hi-Crush on September 19, 2012 did not — 21 Q- | don't usually answer
22 was not an effective termination of the {22 questions at depositions but, I'm
13 supply agreement. 123 curious, T don't know what you mean by

24 ME. STRAUSS: Objection. (24 that,
25 A, | don’t know what thad meane, i15 A. Maybe I'm looking at the
71 (Pages 278 - 281)
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=2

Pugge: 212 Pape 204
1 D, Adam Werner I De. Adam Werner
2 wrong thing. 2 ir's been a while but we talked about
3 My thing says: The 10 B 3 this moming what happenad on Septembser
4 Defendants countered the Baker Hughes 4 19th, and you've snswered, after we
5 purporied — 5 looked at vour declarsiion, and some
6 MR. STRALSS: Mo, the second | & other documents, that that was the date
7 paragraph. 7 on which Baker Hughes semt the letter 1o
& MS. BRANDON: Why don't you 8 Hi-Crush
%  read it into the record. 9 A, Yesh, I believe that's
10 A, I'msomy. 10 correct.
11 MR. STRALUSS: Why don't you 11 Q. Okay. So, what the judge is
12 read the second paragraph, 12 saying here is the receipt of that letter
113 please— 13 by itself did not require disclosure by
14 THE WITNESS: Okay, 14 Hi-Crush.
L5 MR. STRAUSS: - and then you 15 Do you have any reason 1o
16 can- 16 disagres with thar?
17 A. Should | point out the typo? | 17 ME. STRAUSS: Objection.
18 Q. Yeah, Isesit, too, (18 A Well, first, tha's what
19 You don't point out typos to [ 19 you're representing the judge is saving. {
20 judges. 20 1 personaliy don read this and say
21 A_. Yeah, that's a bad iden. 21 that's the conclusion I come te. | don't
22 (Pauss.) 22 undersiand .
23 I don't understand that 23 Q. Okmy.
24 Q. Youdor'tunderstand the 24 A, ['mnpot alawyer.
25 first sentence or did vou read more than 25 Q. Okay. Fair to say that
Page 283 Page 143
1 L. Adam Werner i Dx. Adam Wemer |
2 just the first sentence? 2 this - the reasoning and the languige
3 A, lcontinued on. 3 that the judge used in her decision, was
4 (). Okay, let's mke a look at 4 not something you relied upon in coming
§ page 29 of the decision. 5 to your opinion in this case, that you've
& The second full paragraph, & expressed in 1his case?
T so - and Tl just read it, to make ihis 7 MR STRALUSS: Dhjection
8 cagier, the ane that beging, al the 8  Which part of the langnage or which
9 bottom of the page: The 10 B Defendants @ part of the decision?
10  are comrect that Baker Hughes violated 10 MR. PARADISE: Well, this
11 the agreement’s tlermination provision by 1 language about whether Hi-Crush was
12 sending & termination notice prior to the 12 required to file an 8-K on - upon
13 oecurrence of four serial uncured 13 receipt of the repudiation letter,
14 breaches. Thus, Hi-Crush did not - 14 THE WITHESS: Can you re-read
15 quote — receive a notice of termination 15 the question, please.
16 pursuant 1o the terms of the agresment, | 16 {A portion of the record was
17 and the agresment was 10T Erminated 17 resd)
18 within the meaning of item 1.02. 18 A [doa't know the answer 1o
19 Accordingly, this rule did not require 19 that question.
20 Hi-Crush to dischose Baker Hughes' 2 Q. Youdon'tknow whether you
21 repudiation via Form 8-K. 21 refied on it or not?
22 Do you see that? 22 A |don't believe— 1 don't
3 A, Tdoseeit 23 know, as | sit here today, only because,
24 Q. Okay. The letter in which - 24 again, [ dont understand the language.
|25 and we talked about this this moming, |25 Q. ‘Well, does it have any

212-279-9424

72 (Pages 282 - 285)

VERITEXT REPORTING COMPANY

W vEritexLoom

212-490-3430



Case 1:21-md-02989-CMA Document 567-17 Entered on FLSD Docket 06/07/2023 Page 74 of

Case 1:12-cv-08557-CM Documerdt’df-1 Filed 06/17/14 Page 74 of 114

"IBI:.-I:‘I

<EF

] Dr. Adam Wemer 1 . Adam 'Wernes i

2 bearing on whether the market for 2 control period that you used and the fact

3 Hi-Crush was efficient or nof effictent 3 that you excloded November 12th, 2012

4 during the class penod? | 4 [rom the control peried.

5 A, Aslsithere today, | don't 5 Could you explain why you

6 know, 6 exclided Movember 12th, 2012 from the

7 @ Okay. 7 control period?

B ME. PARADISE: Thank you, no B ME. PARADISE: Objection.

9  fonher questions. 9 A, Ibelieve - well, typically, .
10 (Time noled: 5:21 pam.) I0 when you do this tvpe of analvsis, vou |
11 ME. STRAUSS: Okay. I'l 11 want to correct — or, ROt “correct”, you

(12 just ask a few questions. 12 want to make sure that your sample is

13 EXAMINATION 13 neutral, for want of a better term, swch

14 BY ME. STRATISS: 14 that | could have included i in my

I5 ). I'd just like to ask you 15 analysis, | could have run the event

16 couple of follow-up guestions about the 16 study over a different time period. |

17 methodology that vou used for your event 17 just would have used & dummy variable (o

18 study. 18 account for this disclosure,

19 Was the methodology that you 19 Q. And is it —is either

20 wsad the methodology thal's recognized in 20 method — are you describing two

21 ihe literature in the fishd? 21 different methods, there is one method

22 A, Yes, by numerous people. 21 where you would use n dummy variable and

|23 [ can furn 1o the articles by 23 include the event that you're evaluating,

24 Tabak, Ferrillo, and Dunhbar, and the St 24 and anwiher method where vou would not

25 Joho's Law Review. | believe they have 253 include the event that you ane evaluating
Page 287 | Page 285

1 Dr. Adam Wemner | 1 D, Adam Wemner

2 another article — not Ferrillo, just 2 and then you don't have to use a dummy

3 Dunbar and Tabak, in the — it's -- I'll 3 variable 1o explain?

4 have to get it. the exhibit here — oh, 4 A Well, no, ] mean, it's all

5 so tuming o Exhibit 1 — well, Exhibit § part and parcel of an event study. So

6 2 and Exhibit | - right, in here, Mumber 6 when peopls do event studies, they can

7 27: The Tahak and Dunbar materality 7 look af — you knpw, they determine what

§ magnitude event studies in the courtroom 8 their measurement period is.

0 in the linigstion service handbook, that 2 Oftentimes, people do that

|10 was what | was locking for, the role of 10 over a class period, and in doing - but,
(1] the financial expery, 50 yes, if's 11 when doing 50, use dummy variables to
|12 recognized, and by other individuals. 12 correct for the fact that you have these
13 Those are just two examples of.... 13 disclosires during the event period --

14 Q. Andis the methodology the 14 or, during the ¢lass period. Otherwise,

15 same methodelogy that you used when you | 15 people will use what's called a "neutral
16 were at Comerstone? 16 period™ or period that is untainted by,

17 A, Yes | 17 im this case, the alleged fraud and
8 (). Andis it the same |18 estimate their event study over that
19 methodology that vou wsed when you were | 19 period,

20 stHERA? {20 Q. And that's what you did here.

i A Yes 121 A. Comect

22 Q. Okay. I'd like 1o rurn back |22 ME. STRAUSS: Okay, that's

23 1w there were some questions earlisr {23 it [ don't have anything else.

24 about the control period that you used 24 MR PARADISE: | have no

25 and whether or nol you - and about the 235 gnestions, no firther questions. _
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i Dr. Adam Wemer :
T el 20, D14
2 Thank you, THOEX
3 THE WITNESS: Thank you. TR
4 {Time noted: 5:26 pom.) § DR ADAM WERNIE
&
: | 7 ExamATON
§ BY MR PARAIEE L]
il DR, ADAM WERMER y RY MR STRAUSS: 74
ﬂ [E4]
'9 Hi | . EnmTs
10 Subscribed and sworm to before me 1 E'h"m"ﬂ B
11 this dl'-i:u" al L 2014, i 15, 3004
12 M Exlinit] Pron reboss, dnad |
13 ervernber 1M
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Page 26} Page 51
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7 Exhibit & Docement, 135
g_ CERTIFICATE m:{u:
1 Lnmp Lo
STATE OF NEW YORK ) inimation
: i 5 Tbmﬂn?mm'
: COUNTY OF NEW YORK)] g 11-FH=IF-ﬂ‘ﬂu
P 1. Wendy D. Beskind, an RPR % P
7 and Motsry Public within and for the Exhibit 7 Decument, which says 240
£ Siae of New York, do bereby certify: T Diow Jomes 11.5.
@ That DR, ADAM WERNER, the y #.J?ngtm
10 witness whose deposition is § ExhibiB Anicle, HeinOrline 287
11 bereinbefore set forth, was duly | 1 Extibit § Decisionwnd order 276
12 swom by me, and that sach deposition I : mﬂhﬁﬂ
13 s = true and sccurafe record of the I demymg 12
14 testimony given by the witness. & i et
15 | furiteer certify thal | am 1 ety
16  not related s any of the pariies hm 4
17 this action by blood or marriage, 15
1% thai | am in oo way mierested in the 16 (REQUEST) E
19 outeomie of s mester. 3 (REQUEST) 738
0 M WITNESS WHEREOF, | have I
21  hereunto et my hand this 28t day 19
22 ol Apl, 2004, 20
|3 a
| WENDY I BOSKIND, RPR 18
|2 i k
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