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PROCEZEDTINGS
PRESIDENT SACHS: So, I think we are all
set.
Good morning, ladies and gentlemen. This is

the first day of the Main Hearing in our case Mason
versus South Korea. I welcome you, and I would ask
you first to tell us who is in the room today and who
is connected so that we can compare this with the List
of Participants that we received from the PCA, and we
will start with the Claimants.

MS. LAMB: Thank you, President Sachs.

So, here on the Claimants' table hearing
room, we have myself, Sophie Lamb, Ms. Vazova,
Mr. Pape, Mr. Williams, Ms. Burack, Mr. Donatelli,
Mr. Kim, Mr. Park, and Mr. Dunbar.

ARBITRATOR GLOSTER: I'm sorry, I can't hear
Ms. Lamb.

ARBITRATOR MAYER: Yes, it's also weak for
me.

MS. LAMB: Shall I repeat the 1list,
Mr. President?

(Voice 1in distance.)

(Inaudible.)

PRESIDENT SACHS: Can you hear me? Liz, can

you hear me?

Realtime Stenographer Worldwide Reporting, LLP
David A. Kasdan, RDR-CRR Info@WWReporting.com
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ARBITRATOR GLOSTER: I can hear you. I can
hear you and Pierre.

PRESIDENT SACHS: Do you hear us?

FTI TECHNICIAN: Yes, we hear you loud and
clear, sir.

PRESIDENT SACHS: Okay.

FTI TECHNICIAN: 1Is it possible to bring
that microphone slightly closer to Ms. Lamb?

MS. LAMB: Attending virtually we have--

ARBITRATOR GLOSTER: I still can't hear.

(Unclear.)

MS. LAMB: Attending virtually, two client
representatives, Mr. Engman--

PRESIDENT SACHS: We seem to have a
technical problem with--

(Pause.)

PRESIDENT SACHS: We seem to have a
technical problem regarding the connection with the
Members.

ARBITRATOR GLOSTER: I can hear Professor
Sachs, and I can hear Respondent's counsel, but I
can't hear Ms. Lamb. I don't know why.

(Pause, while testing microphones.)

PRESIDENT SACHS: We're trying a different

mic now.

Realtime Stenographer Worldwide Reporting, LLP
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Ms. Lamb.

MS. LAMB: To recap, SO SOrry.

Five remote participants, then, on the
Claimants' side, two client representatives,
Mr. Engman, Mr. Garschina; and three counsel
participants from KL Partners, Mr. Lee, Mr. Kim, and
Ms. Seok.

PRESIDENT SACHS: Thank you very much.

For Respondent?

MR. FRIEDLAND: So, for White & Case, Paul

Friedland, Damien Nyer,
From Lee & Co,
Moon Sung Lee.
Han and Young Shin Um.
knowledge.

PRESIDENT SACHS:

Sven Volkmer,
we have Sanghoon Han,
And from the KMOJ,

We have no one remote,

Surya Gopalan.
Junweon Lee and
we have Changwan

to my

Thank you very much.

Can you see the co-Arbitrators clearly on

the screen? That's good.
there also.

All right, are there
matters that we should address
deliver your openings?

MR. FRIEDLAND: I've
have Eric Ives of White & Case

table; sorry about that.

And yes,

I can see you

any housekeeping
before we invite to you
been directed: We also

here at the end of the

Realtime Stenographer
David A. Kasdan, RDR-CRR

Worldwide Reporting, LLP
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PRESIDENT SACHS: Okay.

MS. LAMB: Nothing from our side.
PRESIDENT SACHS: Thank you.

MR. FRIEDLAND: Nothing but Eric.

All right. Then we give you the floor.

I ask my co-Arbitrator, did you also receive

online the slides for the Claimants' presentation?
ARBITRATOR GLOSTER: Yes, I received it.
PRESIDENT SACHS: Okay. Pierre?
ARBITRATOR GLOSTER: I'm sorry to complain
again, and I'm very conscious about complaining, but
Klaus, you have now gone very quiet as indeed did
Respondent's counsel, Mr. Friedland.
PRESIDENT SACHS: Okay. Is it better now?
ARBITRATOR GLOSTER: Yes, that's fine.
(Overlapping speakers.)
PRESIDENT SACHS: Pierre—-
MR. FRIEDLAND: Can you hear me now?
ARBITRATOR GLOSTER: Yes, I can,
Mr. Friedland.
MR. FRIEDLAND: Okay.
PRESIDENT SACHS: We just have to be closer
to the microphone.
(Overlapping speakers.)

ARBITRATOR MAYER: Yes, I have re--I've

Realtime Stenographer Worldwide Reporting, LLP
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received them.

PRESIDENT SACHS: Okay. Fine. So we are

all set, and we give you the floor, Ms. Lamb.
OPENING STATEMENT BY COUNSEL FOR CLAIMANTS

MS. LAMB: Thank you, sir.

Just a couple of words really by way of
introduction.

First, just to express much pleasure to be
back in a hearing room again and on behalf of the
Latham and the KLP team to send our warm wishes to our
colleagues at White & Case, and Lee & Ko. We thank,
of course, the members of the Tribunal for their
continued attention and send our warm wishes to those
who are virtually appearing.

Just in terms of a brief running order,
then, for this morning's Opening Submissions by the
Claimant, you will be hearing from a Latham cast,
which consists of myself, Ms. Vazova, and Mr. Pape.
The Agenda appears briefly there on your screen, so
the main introduction really will come from
Ms. Vazova. She will give you the full details of the
corrupt scheme that forms the basis of our claim. I
will then talk you through the substantive violations
of the Treaty and why all of that conduct is

attributable to Korea under customary

Realtime Stenographer Worldwide Reporting, LLP
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international-law principles.

Mr. Pape will deal with the issues of legal
and factual causation, and also Quantum, and then I
will say some concluding remarks. So, without any
further delay, I'm going to hand over the podium to
Ms. Vazova.

MS. VAZOVA: Thank you, Ms. Lamb, and good
morning, everyone.

First things first, can everyone hear me
okay? Okay. Hearing nothing to the contrary, I will
proceed, 1f I may.

ARBITRATOR MAYER: In fact, it's a little
weak, but we can hear you, but it's different from the
Chairman, for instance, or from Mr. Friedland.

ARBITRATOR GLOSTER: Okay. Yes, I also find
you, Ms. Vazova, very weak. I can hear Professor
Mayer and the Chairman very clearly and also
Mr. Friedland. So I think it's way you position the
microphone, please.

MS. VAZOVA: Is this any better?

ARBITRATOR GLOSTER: That's much better,
thank you.

ARBITRATOR MAYER: Yes.

MS. VAZOVA: Thank you, everyone.

Members of the Tribunal, this case 1is

Realtime Stenographer Worldwide Reporting, LLP
David A. Kasdan, RDR-CRR Info@WWReporting.com
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remarkable in several respects, the first of which is
the sheer nature and extent of the wrongdoing
involved. It involves fraud and corruption at the
highest level.

It all started with the head of the Korean
state, President [jj- The scheme then cascaded down
multiple levels of government officials and public
servants. It involved multiple members of the
President's Cabinet at the Blue House; multiple
members of the Korean Ministry of Health and Welfare,
including Minister |, himself; and multiple members
of the Korean National Pension Service, the entity
responsible for safeguarding the pensions of Korea's
sick and elderly.

These behind-the-scene machinations caused
the NPS to approve a merger between two Samsung, SC&T
and Cheil. That merger gave ||l the heir of the
Samsung Group, control of the Company at a fraction of
the cost. And President [Jjjj was handsomely rewarded
for her assistance to Mr. -

How do we know all this? Well, it's the
second remarkable aspect of this case. It's the

nature and extent of the evidence of Korea's

wrongdoing. The source of that evidence is Korea
itself. Korea's own Public Prosecutors and Courts
Realtime Stenographer Worldwide Reporting, LLP
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have indicted and convicted President [Jjj and
Minister |jfj for their involvement in illegally
forcing through the Samsung merger, and extensive
criminal records details thousands of pages of Witness
Statements, court testimony, documentary evidence, and
court decisions.

The weight of the evidence is neutrally and
figuratively overwhelming.

That brings us to the third remarkable
aspect of this case, the lack of any meaningful denial
of Korea's wrongdoing. There certainly has been a lot
of equivocation. There has been a lot of avoidance.
Korea apparently takes no view on the veracity of the
evidence. But Korea certainly doesn't deny the
evidence, nor does 1t present evidence to the
contrary.

Instead, Korea says its courts' decisions
are not final. It says prosecutorial indictments
should not be accorded evidentiary weight because
they're mere one-sided litigation positions.

And it says that witnesses—--that Witness
Statements to Korean prosecutors should be approached
with caution because the Tribunal cannot hear from
those witnesses direct.

I will pause on all that for a minute

Realtime Stenographer Worldwide Reporting, LLP
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because that is the extent of Korea's defense in this
case.

First, on the non-final nature of court
decision, the factual findings of Korea's criminal
courts have actually largely been either affirmed or
never challenged on appeal, and even Korea does not
dispute, that as things currently stand, the operative
court rulings reflect the position of the Korean State
of which Korean courts form an integral part.

So, regardless of whether Korea takes a view
on the evidence in this Arbitration, Korea has already
endorsed, through its courts, that same evidence in
the context of the criminal proceedings. It cannot
avoid those facts now.

Second, as to prosecutorial indictments,
these are not mere allegations thrown around by
careless litigants. They reflect the position of
Korean prosecutors, that they can prove those
allegations to a criminal standard of proof. And
Korean prosecutors bring those claims on behalf of the
Korean State. Indeed, Korean prosecutors are part of
the Korean Ministry of Justice, the same entity that
represents Korea in this Arbitration.

The Ministry of Justice signs Korea's

pleadings before this Tribunal. Its representatives

Realtime Stenographer Worldwide Reporting, LLP
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are sitting in this room today. The position of the
Ministry of Justice are undeniably the positions of
the Korean State. And in the case of prosecutorial
indictment, they're Korea's submissions on the facts
alleged in those indictments.

Third, Korea says the Tribunal should not
trust the evidence of witnesses 1t cannot hear from
directly.

Now, as an initial matter, one would think
that the witnesses examined by Public Prosecutor would
be pretty motivated to tell the truth. But aside from
that, let's ask ourselves: Why are those witnesses
not here? They're virtually all Korean public
officials. Mason certainly doesn't have access to
them. The only party who could conceivably bring them
to this Hearing so that the Tribunal could hear from
them directly is Korea. It chose not to. Instead, it
proffers a single fact witness, Mr. -, to offer his
tentative personal opinion about what may or may not
have happened with the Merger.

That brings us to the fundamental problem
with Korea's position. Korea doesn't say Mason wasn't
wrong. It says maybe Mason was wrong, maybe it
wasn't. We just don't know. But we do know. The

evidence we will look at today, and over the course of

Realtime Stenographer Worldwide Reporting, LLP
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this week's hearing, proves that the Republic of Korea
through actions of its government officials and public
servants did something very, very wrong. They
manipulated, they lied, they cheated, they broke the
law, all in order to force through a Merger
orchestrated to benefit a single individual at the
samsung Group: || GG -

And what they did cost my client over
$250 million.

The Tribunal is already familiar with Mason.
Mason Capital is an investment firm founded and based
here in New York. The Investors who trust Mason with
their money are primarily American tax exempt entities
such as universities, pension funds and charitable
trusts. Mason's job is to identify, research, and
execute investments around the world, across different
industries and asset classes.

One of those investments was in Samsung,
specifically in Samsung Electronics and Samsung SC&T.
As the Tribunal will recall, one of the individuals
with Mason who spearheaded the Samsung investment was
Mason's co-founder, Ken Garschina. The Tribunal heard
from Mr. Garschina in the Preliminary Objections
Hearing, and we'll hear again from him tomorrow.

As the Tribunal also knows, Mason makes its

Realtime Stenographer Worldwide Reporting, LLP
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investments through two parallel funds which we'll
refer to through the course of this Arbitration as the
Domestic Fund and the Cayman Fund. The Domestic Fund
is Mason Capital L.P., a Delaware Limited Partnership.
The Cayman Fund is Mason Capital Master Fund LP, a
Cayman Limited Partnership. The General Partner for
both of these limited partnerships is a Delaware
company called Mason Management LLC. The General
Partner holds the power to make investments using
capital from both Limited Partners. The Claimants in
this Arbitration are Mason Capital L.P., the Domestic
Fund, and Mason Management LLC, the General Partner.
So, what does Mason actually do? Mason's
business is to analyze and predict how an investment
will perform. Then analysis 1s also referred to as
investment thesis, the reason why Mason makes a
particular investment. As the Tribunal will recall
from Mr. Garschina's testimony, Mason seeks to
identify companies that are, in Mason's view, not
priced correctly by the market. It then looks for
specific events that will help unlock the true value
of those companies and eventually correct their market
price. That's exactly what Mason did with Samsung.
Mason's research started in 2014 and

initially focused on Samsung Electronics. As the

Realtime Stenographer Worldwide Reporting, LLP
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Tribunal has heard multiple times, Samsung
Electronics, or SEC, was the "crown jewel" of the
Samsung Group, the second largest technology company
in the world and a hugely important enterprise in
Korea. Mason took a deep dive in SEC's financial,
business model, competitive prospects, and market
outlook. Exhibit C-37 is one example of Mason's
analysis, but as the Tribunal heard, it involved much
more. Discussions with other investors and market
analysts, both Korean and foreign, and many
discussions with Samsung itself.

Based on their work, Mason determined that
for all its attractive features, Samsung Electronics
was actually undervalued by the market. In other
words, 1t was exactly the type of investment that
Mason was looking for.

So, what was the problem? Why were
investors not flocking to buy Shares in the second
largest technology company in the world at a discount?
In Mason's view, the problem was corporate governance
and, in particular, Samsung's poor corporate
governance. Samsung was run as a chaebol where,
through various circular shareholdings, all powers
concentrated in one family, the - Family, the

founding family of the Samsung Group. Their
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shareholding, in turn, were concentrated in a single
company, Samsung Everland, which was later renamed
Cheil Industries. Mr. Garschina described the
shareholding structure as an "octopus," and one can
see why.

So, in Mason's view, Samsung Electronics,
and possibly the entire Samsung structure, were
undervalued because of Samsung's poor record on
corporate governance.

But change appeared to be on the horizon.
Starting in mid-2014, anticipation built up in the
market that corporate change may finally be
forthcoming at Samsung. As Mr. Garschina explained in
this e-mail to his team, Exhibit C-40, there was a lot
of pressure on Samsung to do something good for
Shareholders. He believed that those improvements,
whatever their ultimate form, would eventually get
priced into the market price of SEC. And so, Mason
had found its catalyst event, a shareholder-friendly
restructuring of the Samsung Group, which would
finally correct the undervalue at which SEC was
trading.

As Mason continued to analyze its potential
investment, it determined that the precise form of

restructuring would turn on a number of factors,
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including potential regulatory changes and would
likely take a long time. But, as Mason actually told
Mr. Garschina in 2014 in this e-mail C-45, "it seems
unlikely that Samsung would go into a direction that
drastically hurts minority shareholders."

As also noted by the same Mason employee,
the analyses of a potential restructuring that were
floating around in the market were superficial at
best, as many market participants failed to understand
either the financial economics or the regulatory
landscape or both.

Of course that, gave Mason an edge relative
to other market participants and solidified their
decision to invest in SEC.

Beyond Samsung-specific factors, political
changes also appeared to be underway in Korea. As
summarized in this internal Mason analysis from early
2015, Exhibit C-51, the government was pushing to
eliminate the current structure of chaebols, and
certain political parties were even running for office
on an anti-chaebol platform. Those political shifts
further confirmed Mason's expectation of corporate
governance improvements and its interest in SEC.

Then, in April 2015, Mason identified

another company in the Samsung Group that was suitable

Realtime Stenographer Worldwide Reporting, LLP
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for investment, Samsung C&T or SC&T. SC&T was a
construction and trading company with a variety of
different assets. Its most significant asset,
however, was its stake in Samsung Electronics.

As described by a Mason analyst in an
April 2015 e-mail to Mr. Garschina, Exhibit C-53, SC&T
had the great risk-reward profile. It was trading
very cheaply relative to a Sum Of The Parts analysis
of its constituent pieces.

Significantly, investors buying SC&T would
effectively be also buying SC&T plus all other assets
of SC&T at a very favorable price.

Now, as Mason's analysts noted in that same
e-mail, Exhibit C-53, one of the reasons why SC&T was
trading cheaply seemed to be fear in the market that
the Company may merge with another Samsung company,
Cheil, on unfavorable terms. However, Mason's
analysts also believed and said that, because of
SC&T's clear undervaluation, 1in order to get a deal
through, Cheil would need to offer significantly more
than the current market value of SC&T. And one of the
specific factors he flagged as significant in forming
his views was that SC&T's largest shareholder was the
Korean National Pension Service. The NPS, said Mason's

analysts, would block an unreasonable deal.
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Mason's research was reflected in the
Valuation Models prepared by Mason's analysts for both
Samsung Electronics and Samsung C&T. Exhibit C-77 1is
one example of Mason--SEC model. It reflects that, as
was common in the industry, Mason did a Sum Of The
Parts analysis of the different constituent pieces of
SEC. That model was conservative in the sense that it
reflected the minimum price at which Mason believed
SEC should trade, given its business fundamentals.

As reflected in the analyst notes to the
model, among the reasons why SEC was attractive to
Mason were that the Company had strong fundamentals,
it was trading at the discount, and the discount was
likely to eventually disappear as a result of the
change in leadership at Samsung, ongoing legislative
changes in Korea, and the expected restructuring of
the Samsung Group.

Moving on to Mason's model for Samsung C&T,
one example which can be found in Exhibit DOW-103.
Again, Mason did a typical Sum Of The Parts analysis,
valuing different constituencies of the Company, the
most significant of which was its stake in SEC. As
reflected in the analyst notes to the model, among the
reasons why SC&T was an attractive investment for

Mason were that it was very cheap and allowed Mason to
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buy the core business for free. There was also huge
upside potential if SEC traded up and there was a
structuring of the Samsung Group.

And while Mason didn't know what the
restructuring would look like, it remained their firm
view, as said in this model, that any restructuring
was unlikely to harm minority shareholders.

Mason's trading in SEC and SC&T, which the
Tribunal has seen before, was based on that research
and analysis. Starting in 2014, Mason started
building a position in SEC. That's the blue line we
have on the screen. And in the spring of 2015, Mason
started executing on an investment in SC&T as a proxy
for SEC, and those are the red lines we have on the
screen.

And then, as we will see shortly, Mason
continued executing on that investment after the
long-awaited Samsung restructuring was finally
announced.

So, as the Tribunal knows, on May 26, 2015,
Samsung finally revealed its restructuring plans, a
proposed Merger between SC&T and Cheil. As I
previewed earlier, Cheil was the reincarnation of
Samsung Everland, the company where the hold of the

I Fanily over the Samsung Group was concentrated.
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As we saw earlier, a Merger between SC&T and Cheil was
among the potential restructuring scenarios considered
by the market and by Mason. However, the terms of the
Merger were the opposite of what Mason expected.
Remember, Mason thought that any restructuring was
unlikely to harm Minority Shareholders. Well, that
wasn't the case.

Under the terms of the Merger, SC&T's
Shareholders would receive .35 Shares of Cheil for one
share of SC&T. So, an exchange ratio that favored
Cheil by a ratio of approximately 3:1.

Well, that quite simply made no sense. The
world's leading independent proxy advisor,
Institutional Shareholders Service, or ISS, explained
why. As described in ISS's report on the proposed
Merger--that's Exhibit C-9--Cheil was a company that
has a fashion unit, a food catering unit, a small
captive construction unit and a leisure unit, but
Cheil's primary business was fashion. Cheil's yearly
sales were underwhelming at best and just a small
fraction of the revenue of SC&T or SEC. So, at the
time the Merger was announced, the terms of the Merger
Ratio implied 40 percent premium over Cheil's
intrinsic value.

SC&T was a different story. As explained by

Realtime Stenographer Worldwide Reporting, LLP

David A. Kasdan, RDR-CRR Info@WWReporting.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

PCA Case No. 2018-55
Page | 25

the ISS, SC&T was a construction and trading company
with a significant stake in Samsung Electronics as
well as other valuable assets. Its yearly revenues
were about six times the revenues of Cheil, and at the
time the Merger was announced, the terms of the Merger
implied a 50 percent discount relative to SC&T's
interested value. So, on the one hand, you had SC&T,
a highly valuable company in which the - Family had
a very small stake. On the other hand, you had Cheil,
a much less valuable company in which the [Jjjj Family
had a very large stake. And yet the Merger was
roughly three times more beneficial for Cheil's
Shareholders than for SC&T's Shareholders. As a
result, the - Family would receive a huge stake in
the newly merged entity, including significantly
increased ownership of SEC at a deep discount. In
return, SC&T's Shareholders would see their interests
in SC&T and SEC significantly diluted, and they would
pay a premium for them.

Of course, the - Family had every reason
to want the Merger to pass, but this was not a
situation where the - Family could simply force its
way. They controlled Cheil but only had 1.37 percent
ownership stake in SC&T. The remainder of SC&T was

owned by local and foreign institutional investors,
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including the Korean National Pension Service, which
alone held the largest stake in SC&T, over 10 percent.

Now, the National Pension Service was an
entity under the supervision of the Korean Government.
It was responsible for the pensions of tens of
millions of Koreans. The NPS was required by law to
manage the funds it held for the public benefit. It
was not, or so 1t seemed, an entity which would simply
ignore its fiduciary duties to pensioners and simply
cater to the JJjjj Family.

With the NPS expected to cast the deciding
vote, Mason believed that the Merger, as proposed,
could simply not pass. As Mr. Garschina testified, he
expected the NPS to act like they cared about the
money they managed. And as the Mason analyst told
Mr. Garschina on June 8, 2015, in Exhibit C-125, if
NPS thinks about its pocket, it should vote No to the
Merger.

As the Tribunal has already seen, after the
Merger was announced, Mason continued to build a
position in Samsung Electronics and SC&T. Mason,
quite simply, believed in economic rationality and the
rule of law. It believed that as a fiduciary for
millions of Korean citizens, the NPS would reject a

Merger that was plainly unfavorable to the NPS. And
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that, in the supposed improving political environment
in Korea, the NPS would be able to exercise its vote
freely and free of--without any undue influence.

Now, Korea says none of that is true. They
say Mason didn't actually invest in SC&T and SEC for
these reasons, and they have had several theories of
what the real reason was.

First, Korea said it was all a big
conspiracy agailnst Korea. They said Mason coordinated
the Samsung investment and this Arbitration with one
of its competitors, Elliott, in order to create
volatility and capitalize on disputes with company
management. They suggested to the Tribunal that
disclosure would reveal the true extent of this
coordination.

Well, Korea received Document Production on
that exact issue, and their conspiracy theory turned
out to be just that.

Then, Korea said that Mason, an Asset
Manager and business for over 20 years, doesn't
actually develop its own views on the basis of which
to invest. Instead, Korea said that Mason waits in
the shadows for Elliott to create chaos in the market
and makes hit-and-run investments in that chaos.

The evidence didn't bear out the theory
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either. And as Mr. Garschina testified, it is
absolutely not a business model on which to sustain a
business for over 20 years.

Then, Korea had its Damages Expert, Mr. Dow,
come up with something called a 50-day moving average
trading strategy. The crux of their theory, as far as
we can understand it, 1s that Mason's trading was
based on trying to predict short-term price movements
through alternated trading algorithms. That was also
woven out of thin air. And as Mr. Garschina
explained, it's borderline laughable for anyone who
actually operates in the industry.

By the time Korea filed its last submission
on the facts, its Rejoinder, all of these theories had
fallen out of their papers. Instead, Korea realized
all the different theories. They said what actually
happened was that Mason assumed the risk that the
Merger would be approved, even though, in Mason's
view, such a decision would be economically
nonsensical, and that Mason wagered 300 million on
that speculative bet.

In other words, Korea's theory is that Mason
made an investment believing it would lose money on
that investment.

As Mr. Garschina explained, he doesn't make
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bets outside of the casino, and that he kept--he
believed that there was a realistic chance that the
Merger would pass. He would not have invested

200 million in Samsung Shares.

But Korea's new leading theory fails for
another, much more obvious reason. Mason had no idea
and absolutely did not assume the risk of the fraud
and corruption that was going on behind the scenes in
relation to the Merger.

So, let's talk about what happened to the
Merger and the risk that, in Korea's view, Mason
assumed.

It all started almost a year before the
Merger, with a one-on-one meeting between President
B 2.« I ¢ expected heir to the Samsung
Group. The meeting is described in detail in the
Seoul Prosecutor's Office 150 page indictment of -
- for securities fraud and market manipulation. As
described on Page 86 of the indictment, on
September 15, 2014, President - told Mr. - that
Samsung should provide proactive support, including
specifically financial support, to the Korean
Equestrian Federation. But financial support would
benefit one of the people closest to President -,
the daughter of her close confidante, Ms. _
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According to the indictment, ||l understood the
President's request for exactly what it was, an offer
that, if |l helpred her out, she would help him
out in return.

And as the indictment goes on to explain, at
the time both the President and Mr. - knew exactly
what he needed from her. The President's support for
succession plan for the Samsung Group.

Mr. - didn't waste any time acting on the
President's request. He immediately shared the
President's demands to his subordinates at Samsung.

In late 2014, he appointed one of his
Samsung executives to be Chairman of the Korean
Equestrian Federation and formulate plans to support
the equestrian program. But, as sometimes happens in
life, the execution of those plans was delayed for a
very simple reason: The beneficiary of the requested
financial support was temporarily not there to receive
it.

Specifically, the daughter of the
President's confidante, Ms. |}, was taking a
temporary pause from her equestrian pursuits for a
very natural reason. She unexpectedly became pregnant
and was in no condition to ride horses for a while.

Of course, there was no reason for ||} jdQbjJRHE
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to pour money or horses into the Equestrian Federation
when the person supposed to benefit from that was not
there to receive it, so || vaited.

But Mr. [Jjj did not wait idle. Instead, he
prepared for what both Korean courts and prosecutors
have described as the most critical step of his
succession plan, the SC&T/Cheil Merger, which would
help him secure control of the group. And so, as
described in multiple court decisions, indictments,
and press articles, in 2014 and 2015, Mr. -
implemented a series of steps designed to pave the way
for the Merger. The ones I'm going to focus today
have to do with Mr. -’s efforts to artificially
depress SC&T's Share Price before the Merger was
announced.

For example, between late 2014 and early
2015, several construction projects were taken away
from C&T and given to another Samsung entity. That
would, of course, negatively impact the revenue of
SC&T.

Similarly, despite the housing boom in the
first half of 2015, SC&T inexplicably reported
building only 300 new residential units during that
time period. As soon as the Merger was announced in

July 2015, that number suddenly ballooned to over
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10,000 residential units.

Then, in May 2015, shortly before the Merger
announcement, SC&T secured a lucrative contract to
build a power plant in Qatar. It would have brought
SC&T roughly KRW 2 trillion in revenue. That was
25 percent of SC&T's foreign revenue. Yet,
inexplicably, the Company decided to hide that good
news to the market and did not disclose that 1t had
won the Contract.

Then, just one day before the Merger was
announced, and after the Merger Ratio had already been
set, a big fire broke out in one of Cheil's
warehouses. That cost Cheil nearly KRW 30 billion in
losses. Ignoring the impact on Cheil's assets and the
clear implications for the Merger issue, the two
companies nevertheless proceeded to announce the
Merger at the ratio that was already set. All of
these events were designed to and had the effect of
artificially depressing the Share Price of SC&T and
inflating the price of Cheil before the Merger was
announced.

Now, as we saw earlier, the Merger was

announced on May 26, 2015, and it was immediately

criticized. Here are just a few examples:
Credit Suisse, May 26, 2015: We are unsure
Realtime Stenographer Worldwide Reporting, LLP

David A. Kasdan, RDR-CRR Info@WWReporting.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

PCA Case No. 2018-55

Page | 33
of whether the Merger could create material
operational synergy, considering there is only a
partial overlap of their business scope. That's not

surprising given that the Merger involved essentially
a fashion company and a construction company.

HSBC, May 26, 2015: SC&T and Cheil don't
have much room to share purchasing procedures or
operational functions.

Morgan Stanley, June 9, 2015: We see
limited operational synergy between the two.

UBS, June 29, 2015: Same comment about
limited operational synergies.

As the Tribunal knows well, the most vocal
opponent against the Merger became the U.S. Hedge
Fund, Elliott, which had a 7.1 stake in SC&T.

On June 4, 2015, shortly after the Merger
was announced, Elliott declared its opposition and
mounted an attack on the Merger through the Korean
courts. In its public announcement rejecting the
Merger, Exhibit C-81, Elliott said that SC&T's Board
had put forth a thoroughly unconvincing case for the
Merger and that the Merger will be highly destructive
for SC&T's Shareholders, including by transferring
nearly KRW 9 trillion of value to Cheil for no

consideration.

Realtime Stenographer Worldwide Reporting, LLP
David A. Kasdan, RDR-CRR Info@WWReporting.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

PCA Case No. 2018-55
Page | 34

While Elliott's traditional attack on the
Merger was ultimately unsuccessful