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BEALS ¢ DEAL MAKERS _

Another SEC Official Challeriges Probe of Pequot

Latest Testimony Supports

Former Enforcement Lawyer;

‘Somiething Smells Rotten’

By SiopBAN HUGHES

WASHINGTON—A secotid Securities
and Exchange Commissiorr official told
Congress he had warned agency officials
that “something smells ret{dn” about the

SEC’s handling of an idsider-trading -
probe of hedge-fund Pequot Capital Man- .

agement.

The testimony from Eric Ribelin, who
works in the office of market surveil-
lance, provides a leg of support for the
claims of former SEC enforcement attor-
ney Gary Aguirre.’

Mr. AgmrresayshewasﬁredinSep-

tember 2005 after his supetvisors re-,

versed course and stopped him from issu-
ing subpoenas to current Morgan Stanley
Chief Executive John Mack, whom Mr.
Aguirre suspected of tipping off Pequot.
SEC officials said they fired Mr. Aguirre

because hlS behavior became erratic and

he couldn’t get alog with his colleagyes.

“I have serious misgivings about
many decigions made in this ipvestiga-
tion,” Mr. Ribelin wi‘ote ‘in” Septe
2005 to Robert Harison,”an SECbrxmch
chief who had supervised Mr. Agifirre. “1
don’t know what ali has driven the déci-

sions. Something smells rotten, thcug‘h'.” .
Senate Judiciary Comimittee Chiirman
.ArlenSpecter (R., Pa.) called the'hea:ing

eg'aﬁbnsthatthePequotpmbe
d by Political influence. ‘The ‘SEC
staff closed its investigation of Pequot-and

Mr. Mack last week without recommeénding -
.enforcerhent action, Morgan Stanley has

said Mr. Mack, who testified to the SEC

this past ‘August, cooperated in the probe.
SEC enforcement director Linda Th-

omseh, former SEC associate’ enforce-

- ment drector Paul Berger, SEC assistant

director Mark Kreitmian and Mr. Hanson
joined forces to testify under oath yéster-

day that their probe of Pequot wasn't de-

railed for political reasons. The 8EC én

forcement attorneys said they hadn’t had ]

enough information to make ‘it worth-
while to subpoena Mr. Mack

‘Robert Hahson (ni Linda Thomsen of
the SEC défend themselves yesterday.

The Judiciary Committee, together
with the Senate Finance Committee, will
release a repart early next year that sum-

-mariged thig tvidence they have gathered
through 41 ional investigation. The
SEC staff always has the option of reopen-

ing the Pequot probe. However, that is -
deemed unlikely because it would suggest
that the SEC’s enforcement investigations
are steered by Congress, undercutting its
status as an inidependent agency.

In an intdrview after the hearing, Mr.
Specter said that,“I think that there was

totaly insufficient justification for the fir-

ing'of [Mr.] Aguirre.” He said that they

~ “manufactured a reevaluation as the basis

for firing him.,” Mr. Specter sdid he
pla.nned to study the ‘transcript to deter-
mine “where we go next.”

“At best, this is a demonstration of
very lax and inadequate enforcement by
the SEC, and-at worst, they hdve not
pursued the evidence which was talked
about relating to [Mr.] Mack” and Pequot
chief Arthur Samberg, Mr. Specter said.






