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At all times relevant to this Information, ‘unless

otherwise indicated:

I. IHE CORPORATION

1. Comverse Technolcgy,

Inc. (“CTI”) was a New York

corporation with its headquarters in Woodbury, New York.d/

Beginning in 1986, CTI was a puklicly~traded corporation, the

common stock of which was traded on the NASDAD National Market

System {(“NASDAQ”) beginning in 1993. Through Comverse Inc., a

wholly-owned subsidiary, CTI was a provider of software and

software systems for communication and billing services. CTI was

a component stock in the $&P 500 and NASDAQ-100 indices. CTI’s

'ITn 2005, CTI moved its headguarters to Manhattan, but
centinued to maintain offices on Long Island.
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shareholders were located throughout the United States, including
in the Eastern District of New York.

2. As a public company, CTI was required to comply
with the rules and regulations of the United States Securities
and Exchange Commission {(the “SEC”). The SEC’s rules and
regulations were designed to protect members of the investing
public by, among other things, ensuring that a company’ s
financial information was accurately recorded and disclosed to
the investing public. Under the SEC’s rules and regulations, CTI
and its officers were required to file with the SEC gquarterly
reports (on Form 10-Q) and annual reports (on Form 10-K) which
included financial statements that accurately presented CTI's
financial condition and the results of its business operations in
accordance with Generally Accepted Accounting Principles
("GAAP"”). CTI was also required to disseminate and file with the
SEC annual proxy statements‘to shareholders (on Form 14-A)
setting forth accurate information about matters to be brought to
a vote at annual shareholder meetings.

IT. THE DEFENDANT
3. SORIN was CTI’s General Counsel from the company’s

inception.# SORIN was also Corporate Secretary and a Director

> From CTI’s inception until 2003, SORIN was General Counsel
of CTI, then the highest legal position within CTI. In 2003, a
new General Counsel was named and SORIN was named Senior General
Counsel.
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of CTI. SORIN drafted and participated in drafting CTI’s stock
option plans and public filings, and he signed CTI’s annual
filings and proxy statements. From 1998 through 2002, SORIN
received approximately $1 million in legal fees from CTI. SORIN
is an attorney, a member of the New York bar; and a graduate of
Harvard Law School.

4. As set forth below, the defendant SORIN, together
with others, engaged in a scheme to backdate millions of stock
options granted to himself and CTI employees to days when the
stock of CTI was trading at periodic low points. The defendant
reaped substantial personal gain from his fraudulent conduct.

III. THE QPTIONS BACKDATING SCHEME

A. The Process of Granting Options

5. Jacob Alexander, CTI’s Chief Executive Officer
("CEO”), together with others, devised a scheme to defraud CTI,
its shareholders, and the investing public by backdating CTI’s
option grants without disclosure to shareholders and without
taking the requisite compensation expense on CTI’s financial
statements, as explained below. SORIN actively participated in
the scheme beginning in approximately 1991 and continuing through
approximately 2002.

©. An option is the right to buy a share of stock on a
future date (typically at the end of a vesting periced) at a set

price, known as the “exercise” or “strike” price. The exercise
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price is ordinarily the trading price of the stock {i.e,, the
fair market value) on the day that the option was granted by a
corporation’s board of directors or, typically, the board’'s
compensation committee. The holder of an option makes a profit
by exercising the option to buy the stock at the end of the
vesting period at the locked-in exercise price, and selling the
stock when it is trading at a higher price than the exercise
price. .Options with an exercise price equal to the current
trading price of the underlying stock are commonly referred to as
being “at the money”; options with an exercise price below the
current trading price of the stock are “in the money”; and
opticns with an exercise price above the current trading, price of
the stock are “under water.” Options that are in the money have
a so-called “paper profit” associated with them, meaning that the
options have value based on the difference between the exercise
price and the current trading price, although the holder has not
yet reaped the actual profit by exercising the option and selling
the stock, and may need to wait until the end of a vesting period
to do so.

7. When a company grants in-the-money options, i.e.,
options with an exercise price below the current trading price,
this event has significant accounting and disclosure
consequences. One way for executives to reap the benefit of in-

the-money-options while evading these accounting and disclosure
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consequences is to backdate the options so as to conceal the fact
that the company has granted in-the-money options.
B. The Backdating of Options

8. Backdated options are options that appear to have
been granted on a certain date at the fair market value {(i.e.,
the trading price) of the underlying stock on the date of the
grant, but were actually granted con a later date. One motive for
backdating is to fix a lower exercise price for the options,
thereby awarding in-the-money options and inflating the gain to
the holder of the options. Backdated options, therefore, are
typically backdated to a date on which the stock was trading at a
lower price than the price on the day of the actual grant. By
fixing an earlier date as a grant date, the company makes it
appear that theloptions were granted at fair market value - the
trading price of the stock on that earlier date. In this way,
the holder of the option has received in-the-money options and
therefore has a head start on the spread between the exercise
price and the current tradihg price. One motive for backdating
is tfo evade the accounting and disclosure consegquences of
granting in-the-money options.
C. Accounting Conseguences

9. The granting of in-the-money options has
significant accounting consequences. Essentially, in-the-money

opticns constitute compensation and therefore should be



