CONFESSIONS
OF A

WALL STREET
INSIDER

fter a 25-minute phone conversation

with his hedge fund firm partner,
Zvi Goffer, in 2007, Michael Kimelman ’93
purchased 94,000 shares of 3Com. The
next day, the computer network product
company was acquired, and Kimelman
earned $80,000 on the trade.

Later, a jury decided Kimelman knew Goffer’s
tip had been obtained illegally and convicted
him of insider trading, inextricably tied to the
infamous Raj Rajaratnam, billionaire founder
of Galleon Group.

In the months that followed, Kimelman lost
his licenses to do business, his wife, and freedom.
He served 15 months in Lewisburg, Pa., federal
penitentiary and another six months in a Bronx
halfway house before being released in 2013.

In his recently published book, Confessions of a
Wall Street Insider: A Cautionary Tale of Rats, Feds,
and Banksters, Kimelman recounts his harrowing
ordeal with the criminal justice system, life
as inmate #62876054, and how losing almost

everything has made him a better person.

In the following excerpt, Kimelman describes an early-morning
raid at bis home from about a half dozen FBI agents that ended
with him being bauled away in handcuffs.

BEFORE DAWN, NOVEMBER 2009, I was shaken from a
deep sleep by a deafening bang with no discernable source. I sat
bolt upright in bed, heart in my throat. My first thought was that it
must be some sort of mechanical explosion. Maybe that rebellious
boiler in our basement had finally had too much. Within seconds,
it came again. And then a third time. It became rhythmic.

BANG! BANG, BANG, BANG!!' I jumped out of bed.

Our front door was being beaten on. Or in. Given the intensity
of the blows, it was hard for me to believe the hinges were still
holding. I looked over and saw that my wife, Lisa, was also out of
bed, white with fear and cradling our terrified toddler, Phineas.
Still in the dazed throes of Ambien and red wine, I half-wondered
if this wasn’t some sort of bizarre nightmare—the product of
stress, drugs, and an overactive subconscious. An hour earlier,
I had been floating in a warm nothingness, thanks largely to
the sleep meds and several glasses of a mid-priced California
Cabernet. But now this. Whatever this was. “Oh my God,
Michael!” Lisa shouted, instinctively, squeezing Phinnie a bit
tighter than he was accustomed to. He squirmed uncomfortably.
Lisa ran to the window and pulled back the curtain. There, we
both saw half a dozen FBI agents in blue and yellow windbreakers
fanning out across our front lawn. Each had a holstered firearm.
One of them had a K-9 police dog, straining on its leash. I had
been attacked by a German shepherd as a kid, and knew precisely
what they were capable of. An avid viewer of shows like Law &
Order and CSI:NY, Lisa initially figured that the Feds were there
to hunt down a violent criminal that might be fleeing through our
neighborhood. That the FBI agents were there to somehow “help
us.” But this wasn't TV Land; it was Larchmont Village, New
York, as quaint and safe a spot you can find inside twenty minutes
of the Big Apple. Escaped convicts didn’t haunt these mansions
and manicured lawns. Banksters did. I was no expert, but it looked
like the FBI agents were watching for movement in the windows
and doors to our home. After a moment, an agent saw Lisa peeking
out from behind the curtain and pointed at her face. Scared and
confused, Lisa dropped the curtain and turned back to me. “Go
check on the kids!” she yelled, gripped by a shrill, pure panic. I
sprinted down the hallway and opened Cam’s door. Our three-
year-old had just moved into his own bed. He was still scared of
thunder, and my heart sank as I wondered how he would handle
this sledgehammer-like crashing on the front of his home. He was
wide awake and crying by the time I burst in.

“It’s okay, sweetie. Mommy will be here in a second. You are
safe.” I quickly kissed him on his forehead.

Five-year-old Sylvie was in the room adjacent. I checked on her
next. She was starting to stir, but not yet upset. Only curious. “It’s
okay, Syl. Don’t worry about the noise. Try to go back to sleep.”

Lisa arrived in Sylvie’s room. “They’re fine, honey,” I said.

Then an absurdity. I thought to myself: Someone is knocking
on my door. What do you do when someone knocks on your door?
You go answer it.

“I’'m going to answer the door,” I said to my wife, as calmly as if I
anticipated a delivery from Amazon or neighborhood kids selling
Girl Scout cookies.

I began to walk downstairs. Through the windows of the
house, I noticed several more FBI agents moving furtively across
our backyard. The trees had lost enough foliage to leave the agents
mostly exposed, but they were still trying their best to conceal
themselves. I reached the door and called out, “Okay, I'm opening
it.”

I swallowed hard and prepared myself for an overzealous
agent ramming the door into my face and shattering my nose, or
maybe anxiously discharging a chambered round into my chest.
It wasn’t until my hands were fiddling with the brass deadbolt
that I remembered I was standing in only my Hanes boxer briefs
and a dingy V-neck undershirt. I had a quick flashback to the TV
lounge in college, watching COPS with my buddies and asking,
“Why do these white trash criminals always get arrested in their
undershirts and slippers?”

Now, perhaps, it was no longer such a mystery. Heart racing,
ears ringing, I undid the last latch, twisted the handle and opened
the door.

“Mr. Kimelman? Mr. Michael Kimelman?”

The agents were right out of Central Casting. Tall. Bulletproof
vests. No-bullshit expressions. One was a middle-aged white guy,
wearing the traditional navy blue windbreaker with yellow FBI
lettering. He was in good shape, and kept his hair meticulously
short.

His young black partner was handsome and likewise athletic,
and appeared to relish sternly shining his magnum flashlight
directly into my eyes.

Squinting, trying reflexively to block the blinding beam with
my hand, I said that that was indeed my name. “I have a warrant
here for your arrest,” one of them said.

I just stood there, blinking and squinting. In the movies, this
is when the accused angrily demands to see the warrant, and then
snatches it from the agent’s hands when it’s produced. But that’s
the movies. In real life, your brain is like a car that won't start. No
matter how hard you pump the accelerator and twist the key in
the ignition, there’s nothing. Three years of law school and several
more at a fabled law firm, and all I could think of to say was:

“Uh, for what?”

“Securities fraud. This warrant gives us permission to search
your house. Please step aside, sir.”

My legs nearly buckled. So this was it. This was how it happened.
This was what it looked like, what it sounded like, what it smelled
like. This was how you became one of those guys. A bankster. The
people that good folks in the Midwest somewhere—who didn’t
know a thing about banking beyond their checking accounts—
knew they should hate.

This was how you became a bad guy, I thought.

It was too much to begin thinking about what decisions, or
what people, had brought me here. But something in me knew.
One word resounded in my brain. One word. Zvi. (It thymed with
“me” or “flea.”) One word over and over again. Zvi. Zvi. Zvi.

So this was how you became one of the bad guys.
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Your ties to Rajaratnam were relatively thin.

How did you get caught up in the web of prosecutions?
Prosecutors went after Raj and then saw that my
business partner, Zvi Goffer, had worked for him
directly. Goffer was clearly someone who was
breaking the law and getting information. He wasn’t
the same caliber as Raj. Raj would get calls from a
Goldman Sachs board member after Warren Buffet
decided to give Goldman a $5 billion hard money
loan. That’s insider trading, the kind they teach

you in law school and everywhere else. My partner
was trying to do things that were clearly part of a
conspiracy and then casting that information onto
other people as if it was his research.

There’s a difference between getting a call from a
Goldman Sachs board member who is saying, “GS’
(stock) is going to go up,” and me, five or six traders
down the line, getting a call from someone saying,
“I'm hearing good things on this stock; Rajand a
bunch of the traders at the fund are getting long.”

The entire focus and scope of the insider trading
investigation by former U.S. Attorney Preet Bharara
was, in my opinion, a deliberate effort to take the
public’s eye off the ball and pacify the American
public who were hurt and furious about the financial
crisis, and justifiably so. Instead of going after the real
actors and actions that caused and contributed to the
financial crisis (mortgage fraud, bad public policies,
etc.), Bharara chose to go for the easy money and easy
headlines in insider trading. This was a very simple
and convenient narrative that he and the Obama
administration were able to sell to an angry public
to show they were doing something about the crisis.
It was an easier approach than conducting a proper
investigation into what caused the financial crisis,
which might have yielded some real targets and real
reform.

You were offered a deal to plead guilty to a charge

of participation in the conspiracy and receive no
prison time. Why didn’t you take it?

Because I didn’t break the law. And I wasn’t going to

get up in front of a judge and perjure myself and say
knew. Don’t get me wrong, plenty of people do that

in our system including several in our specific case.

One defendant pled guilty saying he “now knows” that
information he obtained about 3Com getting acquired
was insider information. Well guess what? That’s not the
standard. It’s when you made the trade—not after the fact
when the FBI shows you a tape two years later and a chain
of how the “tipper” illegally obtained the information.

I knew there were potential consequences for
standing up and fighting for what I believed in, and I
was prepared to pay those consequences. In the end,
I knew I would have to look myself and my children
in the eye and be at peace with my decision. Granted,
I had an idea that I would be facing somewhere in
the one- to three-year range. If I was facing five or
10 years and they offered me that probation deal,

I probably would've pled guilty to anything they
wanted, including the Kennedy assassination. It was

a calculated risk. I handicapped the odds terribly,

but I assumed what I had been taught in law school
was true, that the system is an adversarial, objective
system where both sides present evidence before a
neutral judge, and a fair and impartial jury of my peers
makes a determination. The fact that the prosecution
wins 97 percent of the time is de facto proof that

our entire justice system is a myth. That statistical
outcome would be impossible if the system was the
idealistic system described above. Would you ever
buy tickets to a sporting event where one side wins

97 percent of the time?

What evidence was presented against you at trial?

I was convicted based on one call the government
didn’t even record. The jury was instructed to
speculate that I “must have been told” about an inside
source even though the Feds could not point to a
single illicit trade or comment I had made after nearly
two years of wiretaps, seven informants, thousands of
instant messages, and emails. It’s particularly head-
scratching especially when they had an FBI informant
sitting next to me on the trading desk wearing a

body wire for almost 18 months trying every day to
implicate me. The fact that they didn’t even call him
at trial should have been proof enough for a jury that
this case didn’t make sense.

Even more mind blowing, the only witness we
called for the defense at trial was the LEAD FBI
CASE AGENT. My attorney asked her one question:
“Can you show me one wiretap, one body wire, one
phone call, one email or instant message where
anyone passes Mike Kimelman inside information,
and he trades on it?”

After a few seconds, she reluctantly answered,

“No, I can’t”

What was prison like?

It’s fascinating, because everyone from college lecture
halls to current clients and Bumble dates want to
know one thing really: What was prison like? Each
person’s experience is specific, and I can only speak
to mine, but the two words I use are “barbaric” and
“monotonous.” There is a notable lack of humanity

in nearly every aspect. Prisoners have no rights, no
appeal, and inhabit the closest thing to modern-day
slavery that you can imagine.

There is an underlying current of sadistic despair,
and the food makes a high school cafeteria seem
like a Michelin three-star restaurant. The only
exception was chicken on the bone, which we got
every Thursday and looked forward to more than
Christmas.

Prison is about leveling everything, regulating
everything, and wearing you down. What takes
over, behind the barbed wire, is the mind-numbing
monotony and depression—and all that time on

your hands. It gives you an uncanny, unique ability
to reflect on your poor life choices, with no real
distractions except getting through the day in one
piece. Some cold evenings, your internal monologue
becomes the greatest punishment of all. That, and
separation from the ones you love.

How did you survive prison?

In prison you're presented with a very stark choice
whether to prepare for your eventual exit or to fall
into a mind-numbing routine. The hardest thing to
do is fill your day and to fill it productively. Sitting

in the prison library and reading week-old Wa// Street
Journals each day to see a series of headlines about
banks and other bad actors paying multi-billion dollar
fines (but no criminal indictments) every other week
and U.S. Attorney Preet Bharara on the cover of
Time magazine as the so-called Sheriff of Wall Street,
I could either pull my hair out, scream, or write.

I ended up doing all three.

In my situation, there was some significant added
drama and danger. The Bureau of Prison, in its infinite
wisdom, sentenced a pair of brothers (Zvi and Emanuel
Goffer), who were my co-defendants, to the same
institution as me. The older brother (Zvi) was the
architect of the inside trading conspiracy. Of all of us,
he deserved to go to prison. He was also a sociopath.
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He thought I was the one who had got him convicted.
During the trial, my attorney pointed out that of the
nine people in my case charged with insider trading, I
was the only one who didn’t have a prepaid cellphone
or had paid a cash bribe. In his mind, he thought this
made him look more guilty.

It probably did, but 500 hours of incriminating
tapes and seven cooperating witnesses who got up on
the stand and said, “He passed me inside information
or paid me cash bribes” is why he got convicted much
more than me pointing out I wasn’t a member of this
conspiracy. He ended up getting an outrageously
long sentence (10 years), which was relatively extreme
considering there were no victims, he didn’t make any
money, and that many people end up doing much less
time for rape and other violent crimes. Once he was
incarcerated, he had no one to take it out on except
me. We were in a minimum security prison and for
the most part I didn’t feel like I was in danger or at
risk except for these two brothers. After a brutal couple
of months of being stalked, I befriended several well
known Italian inmates, and I was also doing a lot of
tutoring and had garnered a wide variety of friends
of all races. One of them, a former Aryan Nation guy
named “Irish,” 6 foot, 4 inches, covered in tattoos, said
to the older brother, “This ends now.” After that, I felt
more confident I wasn’t going to be jumped.
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Michael Kimelman '93
weighs in on the future of
oversight on Wall Street
on CNBC in March 2017.
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Michael Kimelman '93
presenting at the

John Maxwell Leadership
Conference in

Orlando in 2017
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Why do you think Irish stood up for you?

I had previously been around and related to people
from all walks of life. I've lunched with billionaires

in New York, but I also have friends who grew up
with nothing, gangbanging in South Central, and

are now social workers or drug counselors. People
were afraid to interact with him because of his past,
but I approached him straightforwardly and said,

“I know you've been here a long time, and if you're
curious about what it’s like out there, I will answer
your questions, and I want nothing in return.” He saw
I was a respectful person. There are all types of rules
and unwritten mores and codes of how you act inside,
but at the top of the pyramid is respect. You have
nothing inside; you're living in a crowded 3-by-3 space
wearing the same clothes and eating the same food as
everyone else.

Respect is a very big thing. Every fight or issue in
prison is over a lack of respect. If you're humble and
respectful, you'll do OK, even if you're in the minority
and tagged as a “wealthy white-collar guy” in a place
dominated by blacks and Latinos. I don’t think I'm
better than anyone else, and that’s noticeable. So after
amonth, he came back to me. He was smart and had
matured enough to see race segregation in prison as
nonsense. I also tutored inmates for the GED. Other
inmates were interested in the financial market. I

asked the prison administration if I could teach job
skills or a course on the stock market, and they said
not a chance. They like the inmates uneducated

(“We like 'em dumb so they come back to us,” was said
to me with a smile by various guards or members of
the administration on more than one occasion), so

I taught those classes underground.

Tell me about the day you were released from prison.
I was grinning ear to ear because I was met by my
(then) wife and three children. For 15 months on the
cramped bunk with bedding no thicker than a yoga
mat, I had prayed. People in prison pray for lots of
things. I prayed for only one: that my children would
stay healthy and be in one piece when I walked out.
My prayers were answered.

Then we went to the Bronx halfway house where
I was sentenced to serve another six months. On the
way, we made a brief stop at a local Wawa for the best
bacon, egg, and cheese sandwich I've ever had.

How did you occupy your time in the halfway house?
In the Bronx I hit the ground running. Selling two
shows for co-development, producing a documentary,
editing the memoir you see, writing a sitcom, and
starting a real estate investment business. Coming
out I was under no illusions. I had spoken to enough

people to know I wasn’t going to waste my time
interviewing for “normal” firms. In our hyper-
regulated and overly litigious society, a felony jacket
is like a scarlet letter that substantially removes

the ability to get employment, licenses, education,
housing—any number of critical things that I once
took for granted. I knew if I wanted to earn, it was
going to be on my end so it was back to the grind and
hustle of an entrepreneur.

What are you doing now?

On the creative front, I'm working on a second book
and just recently finished writing a TV pilot. I'm also
in the process of producing a documentary in the
true crime space that’s scheduled for release later this
summer.

On the business front, I've been doing some
targeted real estate investing since I got out, mostly
in the Southeast. I also started a crypto-currency
advisory firm in late 2016, and that’s obviously been
avery exciting space to be in for the last 18 months.
I've also been doing a fair amount of coaching and
speaking after the success of the book on overcoming
adversity, and criminal justice/prison reform.

I've been writing and working with formerly
incarcerated individuals and groups that are
proponents for change like The Fortune Society and
Just Leadership USA to affect common sense reform.
The United States imprisons a greater percentage of
its population than any other country by a massive
multiple. (We are § percent of the world’s population,
and our citizens make up over 2 percent of the world’s
prison population.) There’s a reason they don’t allow
cameras or observers in federal prison. If Americans
really understood what went on there, I believe they
would shut the system down and recraft it in its
entirety. Just a tad of sanity would produce drastic
results.

Prisons are a necessary evil in a society as large
and diverse as ours, and it’s understandable that
punishment is merited for violations of the law. Sadly,
the punitive side is almost the complete focus, and
in a system that barely distinguishes between violent
crimes like murder and rape (which is why we originally
built prisons in the first place) and nonviolent “crimes”
like smoking weed or other consensual “crimes”
between willing adults, you would think there would be
some rehabilitative aspect.

It’s a vicious rinse cycle of failure by design that
writes off large chunks of our populace and has a
tremendous cost to us as a society. We have a 66
percent recidivism rate here (two out of every three
people who go to prison will return to prison within
five years). It costs our society $80o billion a year
just to warehouse these inmates and that doesn’t
include the financial, moral, or spiritual cost of the
lost productivity, the families who are decimated by
Draconian sentences, or the suffering of the victims.

We're probably talking well over a trillion dollars a
year, and just the slightest bit of rehabilitation could
dramatically alter these numbers. While I was away,
there were virtually no rehab programs, job skills
training, or educational options. Computing power
and online education via Coursera or Khan Academy
is virtually free these days. Why not offer options
where inmates could productively use their time
to gain skills or knowledge that would allow them
to maximize their chances of gaining employment
upon release and not reverting back to a lifestyle that
incarcerated them in the first place?

How did prison change you?

It’s a horrible experience, but if you use it as a lesson
and an opportunity to rediscover and appreciate what
you have, it gives you a higher caliber and quality of life
for your remaining days. Once you've seen how low the
valley can be, you realize what’s important in life.

The silver lining of prison, other than the radical
readjustment of perspective and gratitude, is I met
people that I likely would never have encountered and
remain friends with many of those who went through
the fire with me. People like Kareem “Biggs” Burke,
who just launched the incredible Roc96 clothing
line, or Clayton Kellum, who opened a series of
revolutionary fitness gyms in the Northeast. There
are a dozen or so others, and I’'m blessed to call them
my friends.

Life goes on, and it’s not what happens that defines
us, but how we react to it and the mindset we choose.
So that’s how you can go from an eight-figure net
worth to semi-homeless crashing on a friend’s couch
and still be smiling. After all, my kids are smiling too,
and I can eat chicken on the bone whenever I want.

What'’s your relationship with your kids these days?
If anything, my relationship with my children is
stronger. Once you've had everything taken from you,
and you don’t get to see your children for months if
not years, you understand how incredibly lucky you
are to have healthy children and to be able to play a
meaningful role in their lives. It’s also a bit clichéd,
but you don’t sweat the little things.

As I mention in the book, while I was away, my
kids hadn’t seen me in quite some time so my parents
flew 3,000 miles from California to New York to pick
them up and drive four hours to Lewisburg to visit
me. While they were waiting in the visiting room,
the administration decided to cancel all visits for the
weekend because some inmate got caught smoking.
From my vantage point, I could see my 3-year-old and
6-year-old sobbing hysterically as they were escorted
back to their car. Once you've gone through that, and
other episodes that rival it, you don’t get caught up in
the minor stuff. So yeah, if they want to eat pancakes
with their hands or stay up past their bedtime to
watch the Lakers game with me, so be it. m

Prison is about
leveling everything,
regulating
everything, and
wearing you down.
What takes

over, behind the
barbed wire, is the
mind-numbing
monotony and
depression—and
all that time on
your hands.

It gives you an
uncanny, unique
ability to reflect
on your poor life
choices, with no
real distractions
except getting
through the day
in one piece.
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