UNITED STATES DISTRICT COURT
DISTRICT OF NEW JERSEY

UNITED STATES OF AMERICA " Hon. Joseph A. Dickson

V. . Mag. No. 12-6755

JOHN LAZORCHAK, '
MARK CUPO, :  CRIMINAL COMPLAINT

LAWRENCE GRUM,
MICHAEL CASTELLI,
MARK FOLDY, and
MICHAEL PENDOLINO

[, Gregory M. Yankow, being duly sworn, state the following is true and correct

to the best of my knowledge and belief:
SEE ATTACHMENT A
[ further state that I am a Special Agent with the Federal Bureau of Investigation,

and that this Complaint is based on the following facts:

SEE ATTACHMENT B

continued on the attached pages and made a part her

Sworn to before me and subscribed in my presence,

November 19, 2012 at Newark. New Jersey
Date City and State

Honorable Joseph A. Dickson Q A}‘@/\—/—
United States Magistrate Judge 0\4_,

Name and Title of Judicial Officer Signaturg ofJudicial Officer




ATTACHMENT A

COUNT 1
(Conspiracy to Commit Securities Fraud — Insider Trading)

From in or about September 2007 through in or about the summer of 2012, in the District
of New Jersey and elsewhere, defendants

JOHN LAZORCHAK,
MARK CUPO,
LAWRENCE GRUM,
MICHAEL CASTELLI,
MARK FOLDY, and
MICHAEL PENDOLINO,

did knowingly and willfully combine, conspire and agree with each other and others to commit
offenses against the United States, namely, securities fraud, by using and employing by the direct
and indirect use of the means and instrumentalities of interstate commerce and the mails, in
connection with the purchase and sale of securities, manipulative and deceptive devices,
including the purchases and sales of securities of issuers on the basis of material nonpublic
information about those securities and issuers, in breach of a duty of trust and confidence that
was owed directly, indirectly, and derivatively, to the issuers of those securities, the shareholders
of those issuers, and to other persons who are the source of the material nonpublic information,
contrary to Title 15, United States Code, Sections 78j(b) and 78ff, and Title 17, Code of Federal
Regulations, Sections 240.10b-5 and 240.10b5-2.

Overt Acts

In furtherance of the conspiracy and to effect the illegal object thereof, the following
overt acts, among others, were committed in the District of New Jersey and elsewhere:

The Celgene Inside Information (Source: Defendant Lazorchak)

1. Between in or about September 2007 and in or about June 2012, defendant JOHN
LAZORCHAK obtained confidential, material nonpublic information, through the course of his
employment as Director of Financial Reporting at Celgene Corporation (“Celgene™), a New
Jersey-based pharmaceutical company (the “Celgene Inside Information”). The Celgene Inside
Information pertained to, among other things: (a) Celgene’s planned acquisitions, at a premium,
of Pharmion Corporation (the “Pharmion Deal”) and Abraxis BioScience Inc. (the “Abraxis
Deal”); (b) Celgene’s anticipated quarterly earnings results; and (c) the outcome of Celgene’s
application for European regulatory approval of the expanded use of a Celgene cancer drug.
LAZORCHAK then passed the Celgene Inside Information to his friends, so that they could
trade on the inside information — either directly or indirectly — in advance of the public
announcement of said information.



The Celgene-Pharmion Deal (Announced November 19, 2007)

2. In or about September 2007, defendant LAZORCHAK informed defendant
MARK CUPO, the Director of Accounting and Reporting at Sanofi-Aventis (“Sanofi”), about
Celgene’s then-confidential plans to purchase Pharmion at a premium (the “Celgene-Pharmion
Deal™).

3. Also in or about September 2007, defendant CUPO, in turn, passed the insidc
information of the Celgene-Pharmion Deal to defendants LAWRENCE GRUM and MICHAEL
CASTELLI so they could conduct illicit trades based on the inside information. Defendant
GRUM, in turn, also advised a family member to purchase Pharmion stock.

4, Meanwhile, in or about September 2007, defendant LAZORCHAK also revealed
the inside information regarding the pending Celgene-Pharmion deal to several friends with
whom he had attended high school in the 1980s, namely: defendant MARK F OLDY, a
marketing executive at Stryker Corporation; defendant MICHAEL PENDOLINO, a chiropractor
residing in Nashua, New Hampshire; Coconspirator #1 (“CC-17), a reporter at a financial news
website; and Coconspirator #2 (“CC-2"), who was then employed in the risk assessment
department of a New York based hedge fund.

5. After receiving inside information about the Pharmion acquisition from defendant
LAZORCHAK, defendants FOLDY and PENDOLINO purchased Pharmion stock in advance of
the public announcement of the deal. In addition, FOLDY and PENDOLINO tipped others
about the Pharmion Deal, including family members, work colleagues, and friends.

6. Between on or about September 21, 2007 and on or about November 16, 2007,
just three days before Celgene’s acquisition of Pharmion was publicly announced, based on the
inside information that defendants LAZORCHAK and CUPO provided, defendants GRUM and
CASTELLI purchased, in total, approximately 14,025 shares of Pharmion stock and
approximately 209 call options.

7. Also between on or about September 21, 2007 and on or about November 16,
2007, based on inside information from defendant LAZORCHAK, defendant FOLDY
purchased, in total, approximately 800 shares of Pharmion stock, and defendant PENDOLINO
purchased approximately 3,045 shares of Pharmion stock and approximately 17 call options.

(9%



The Celgene-Abraxis Deal (Announced June 30, 2010)

8. In or about May 2010, defendant LAZORCHAK again divulged Celgene Inside
Information, this time tipping defendant CUPQ about Celgene’s then-confidential plan to acquire
Abraxis at a premium (the “Celgene-Abraxis Deal”). Defendant LAZORCHAK tipped
defendant CUPO about the Celgene-Abraxis Deal with the understanding that CUPO would pass
the inside information to defendants GRUM and CASTELLI so they could trade on in advance
of the public announcement of the deal, and pay a kickback to defendants CUPO and
LAZORCHAK.

9. In or about May 2010, defendant CUPO passed the inside information from
defendant LAZORCHAK regarding the Celgene-Abraxis Deal to defendants GRUM and
CASTELLIL Defendant CASTELLI also advised a long-time friend, “Trader 1,” that he should
purchase Abraxis stock.

10. Between on or about May 24, 2010 and on or about June 29, 2010, the day before
the Abraxis acquisition was publically announced, based on the inside information from
defendant LAZORCHAK, through defendant CUPO, defendants GRUM and CASTELLI
purchased, in total, approximately 24,501 shares of Abraxis stock. Defendant GRUM purchased
Abraxis stock both individually, and through his company, GM Ventures. Trader 1 also
purchased Abraxis stock.

Celgene's Quarterly Earnings (Announced October 2009-April 2012)

11. Between in or about October 2009 and in or about April 2012, defendant
LAZORCHAK provided inside information related to Celgene’s quarterly earnings results to
defendant CUPO. Defendant CUPO, in turn, forwarded the inside information to defendants
GRUM and CASTELLL.

12. Also between in or about October 2009 and in or about April 2012, based on
inside information from defendant LAZORCHAK, through defendant CUPO, defendants GRUM
and CASTELLI traded on the inside information in advance of the announcement of the
quarterly earnings results. Based on this inside information, CASTELLI also advised Trader 1 to
engage in certain Celgene stock transactions, which Trader 1 did.

13. On or about October 21, 2009, the day before Celgene’s Third Quarter 2009
earnings were publicly announced, based on inside information from defendant LAZORCHAK,
through defendant CUPO, defendants GRUM and CASTELLI purchased a total of
approximately 1,000 shares of Celgene stock and approximately 90 call options.

14 On or about April 27 and April 28, 2010, the day before Celgene’s First Quarter
2010 earnings were publicly announced, based on inside information from defendant
LAZORCHAK, through defendant CUPO, defendants GRUM and CASTELLI purchased a total
of approximately 4,000 shares of Celgene stock.

15. Between on or about July 21, 2010 and on or about July 28, 2010, the day before
Celgene’s Second Quarter 2010 earnings were publicly announced, based on inside information



from defendant LAZORCHAK, through defendant CUPO, defendants GRUM and CASTELLI
purchased a total of approximately 15,300 shares of Celgene stock.

16. Between on or about October 8, 2010 and on or about October 27, 2010, the day
before Celgene’s Third Quarter 2010 earnings were publicly announced, based on inside
information from defendants LAZORCHAK and CUPQ, defendants GRUM and CASTELLI
purchased a total of approximately 14,300 shares of Celgene stock, and defendant GRUM
purchased approximately 20 call options.

17.  Between on or about July 7, 2011 and on or about July 27, 2011, the day before
Celgene’s Second Quarter 2011 earnings were publicly announced, based on inside information
from defendants LAZORCHAK, through defendant CUPQ, defendants GRUM and CASTELLI
purchased a total of approximately 31,000 shares of Celgene stock and approximately 50 put
options.

Celgene Regulatory News (Announced June 21, 2012)

18.  Inor about June 2012, defendant LAZORCHAK also revealed to defendants
GRUM and CASTELLI, via defendant CUPO, that Celgene had received certain regulatory news
that, once publically announced on June 21, 2012, likely would negatively impact Celgene’s
stock price (the “Regulatory News”). Specifically, defendant LAZORCHAK, and CUPO, in
turn, revealed that European regulators had decided to reject Celgene’s request for approval to
expand the use of one of its cancer drugs, Revlimid, to treat newly diagnosed patients.

19.  Based on this inside information from defendant LAZORCHAK, through
defendant CUPO, defendants GRUM and CASTELLI engaged in short sales of Celgene stock.
Specifically, defendants GRUM and CASTELLI purchased, in total, approximately 200 Celgene
put options on or about June 15, 2012; approximately160 put options on or about June 20, 2012,
just one day before the public announcement of the Regulatory News. Defendant GRUM also
wrote approximately 20 call options on or about June 20, 2012, the day before the public
announcement, with an agreement to buy these 20 borrowed shares (at what ultimately was a
fraction of their cost) the following day. As expected, when Celgene announced the Regulatory
News the following day, on or about June 21, 2012, Celgene’s stock price significantly dropped.

The Stryker Inside Information (Source: Defendant Foldy)
The Stryker-Orthovita Deal (Announced May 16, 2011)

20.  Sometime between in or about February 2011 and in or about March 2011,
defendant FOLDY learned through the course of his employment as a marketing executive at
Stryker Corporation (“Stryker”), confidential, material nonpublic information regarding
Stryker’s planned acquisition of Orthovita Inc. (the “Stryker-Orthovita Deal”).

21. Prior to the May 16, 2011 public announcement of the Orthovita Deal, defendant
FOLDY informed defendant LAZORCHAK, CC-1, and certain family members, of Stryker’s
plans to acquire Orthovita, so that they could purchase Orthovita stock in advance of when the
deal was publically announced and the price of Orthovita stock was expected to increase.



22.  Due to CC-1’s employment restrictions on individual trading, CC-1 did not
engage in trades himself but instead encouraged his father to buy Orthovita stock ahead of the
public announcement.

23. After receiving the Orthovita tip from defendant FOLDY, defendant
LAZORCHAK passed the inside information to defendant CUPOQ, so that CUPO could, in turn,
pass the inside information to defendants GRUM and CASTELLI, who would then trade on the
information prior to the deal announcement and pay a kickback to defendants CUPO and
LAZORCHAK for the information.

24.  Between on or about April 25, 2011 and on or about May 11, 2011, just five days
before the Orthovita Deal was publically announced, based on the inside information from
defendant LAZORCHAK, through defendant CUPO, defendants GRUM and CASTELLI
purchased, in total, approximately 311,352 shares of Orthovita. Defendant GRUM, in turn,
advised a family member and also a friend to purchase Orthovita stock in advance of the public
announcement of the Orthovita Deal, which they did.

25.  Defendant LAZORCHAK also passed the Orthovita tip to defendant
PENDOLINO. Based on that tip, defendant PENDOLINO purchase approximately 18,580
shares of Orthovita stock on or about May 3, 2011, approximately two weeks before the
Orthovita deal was publicly announced. Defendant PENDOLINO, in turn, passed the Orthovita
tip to a fellow chiropractor , and also to CC-3, both of whom then bought Orthovita stock ahead
of the public announcement of the acquisition.

Illicit Payments for the Inside Information

26.  Defendants GRUM and CASTELLI paid defendant CUPO tens of thousands of
dollars in cash for, among other things, funneling tips to them from defendant LAZORCHAK
regarding Celgene Inside Information and Stryker’s plans to acquire Orthovita. Defendants
GRUM and CASTELLI also paid defendant LAZORCHAK, via defendant CUPO, tens of
thousands of dollars in cash, plus certain gifts, for the Celgene Inside Information that he
provided, as well as the tip regarding the Stryker-Orthovita deal that defendant LAZORCHAK
obtained from defendant FOLDY.

27.  Defendant LAZORCHAK also collected cash payments from defendants FOLDY
and PENDOLINO for the Celgene Inside Information, and paid defendant FOLDY cash for the
Orthovita tip.

In violation of Title 18, United States Code, Section 371.



COUNT 2
(Conspiracy to Commit Securities Fraud — Insider Trading)

In or about December 2009, in the District of New Jersey and elsewhere, defendants

MARK CUPO,
LAWRENCE GRUM, and
MICHAEL CASTELLI

did knowingly and willfully combine, conspire and agree with each other and others to commit
offenses against the United States, namely, securities fraud, by using and employing by the direct
and indirect use of the means and instrumentalities of interstate commerce and the mails, in
connection with the purchase and sale of securities, manipulative and deceptive devices,
including the purchases and sales of securities of issuer Chattem Inc. on the basis of material
nonpublic information about those securities and issuer, in breach of a duty of trust and
confidence that was owed directly, indirectly, and derivatively, to the issuer of those securities,
the shareholders of that issuer, and to other persons who are the source of the material nonpublic
information, contrary to Title 15, United States Code, Sections 78j(b) and 78ff, and Title 17,
Code of Federal Regulations, Sections 240.10b-5 and 240.10b5-2.

Overt Acts

In furtherance of the conspiracy and to effect the illegal object thereof, the following
overt acts, among others, were committed in the District of New Jersey and elsewhere:

The Sanofi Inside Information (Source: Defendant Cupo)

1. In or about December 2009, defendant MARK CUPO learned confidential,
material nonpublic information during the course of his employment as the Director of
Accounting and Reporting at Sanofi-Aventis, a New Jersey-based pharmaceutical company (the
“Sanofi Inside Information™). The Sanofi Inside Information pertained to Sanofi’s then
confidential plans to acquire Chattem, Inc. (the “Sanofi-Chattem Deal”). CUPO tipped his
friends, defendants LAWRENCE GRUM and MICHAEL CASTELLI, about the Chattem Deal
shortly before it was publicly announced on or about December 21, 2009, so that GRUM and
CASTELLI could purchase Chattem stock in advance of the deal announcement and share, with
CUPO, illicit profits resulting from the post-announcement sale of said stock.

2. On or about December 18, 2009, just three days before the public announcement
of the Chattem Deal, based on inside information from defendant CUPO, defendants GRUM and
CASTELLI purchased, in total, approximately 2,170 shares of Chattem stock. Defendant
CASTELLI and/or defendant GRUM, in turn, passed the Chattem tip to “Trader 1,”
CASTELLP’s close friend and fellow member of the Wine-Making Club, who also traded on the
Chattem tip in advance of the public announcement of the deal.

3. In return for the Sanofi Inside Information about the Chattem Deal, defendants
GRUM and CASTELLI paid defendant CUPO approximately $1,000 to $2,000 in cash.

In violation of Title 18, United States Code, Section 371.
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COUNTS 3 THROUGH 27

(Securities Fraud - Insider Trading)

On or about the dates set forth below, in the District of New Jersey and elsewhere,
defendants

JOHN LAZORCHAK,
MARK CUPOQ,
LAWRENCE GRUM,
MICHAEL CASTELLI,
MARK FOLDY, and
MICHAEL PENDOLINO

by use of the means and instrumentalities of interstate commerce, the mails, and facilities of
national securities exchanges, directly and indirectly, knowingly and willfully used manipulative
and deceptive devices and contrivances in contravention of Title 17, Code of Federal
Regulations, Section 240.10b-5 (Rule “10b-5") in connection with the purchase and sales of
securities by (a) employing devices, schemes, and artifices to defraud members of the investing
public; (b) making untrue statements of material facts and omitting to state material facts
necessary in order to make the statements made, in the light of the circumstances under which
they were made, not misleading; and (c) engaging in acts, practices, and a course of business
which operated and would operate as a fraud and deceit upon persons, in that they executed and
caused the execution of the securities transactions listed below based upon the material,
nonpublic information defendants JOHN LAZORCHAK, MARK CUPO, and/or MARK
FOLDY, obtained through their respective positions of employment and elsewhere:

N s purchases of
JORN LAZORCHAK 1 91212007 | approximately 8,100 shares of
3 MARK CUPO 11/16/2007 Pharmion stock and approximately
LAWRENCE GRUM , P
112 Pharmion call options
JOHN LAZORCHAK GRUM'’s purchases, through his
11/15/2007- company, Yeah Baby, of
4 MARK CUPO 11/16/2007 approximately 1,500 shares of
LAWRENCE GRUM mately L
Pharmion stock
CASTELLP’s purchases of
JOHN LAZORCHAK 9/25/2007- approximately 5,925 shares of
> MARK CUPO 11/15/2007 Pharmion stock and approximately
MICHAEL CASTELLI . .
97 Pharmion call options
FOLDY’s purchases of
6 JOHN LAZORCHAK 9/24/2007- approximately 800 shares of
MARK FOLDY 11/16/2007 Pharmion stock




7 JOHN LAZORCHAK 9/26/2007- approximately 3,045 shares of
MICHAEL PENDOLINO 11/16/2007 Pharmion stock and approximately
17 Pharmion call options
JOHN LAZORCHAK GRUM’S purchases of
8 MARK CUPO 10/21/2009 approximately 500 shares .of
LAWRENCE GRUM Celgene stock and approximately 45
Celgene call options
JOHN LAZORCHAK Castelli’s purchases of
9 MARK CUPO 10/21/2009 approximately 500 shares .of
MICHAEL CASTELLI Celgene stock and approximately 45
Celgene call options
GRUM’s Purchases of
10 L A{)\VIIQ]I;]( C%Ugl({)UM 12/18/2009 approximately 1,170 shares of
Chattem stock
CASTELLI’s purchase of
11 MICI\P/Il:lIEZ{f ((ZJ,IIXJSP’I%LLI 12/18/2009 approximately 1,000 shares of
Chattem stock
JOHN LAZORCHAK 4/27/2010- GRUM’s purchases of
12 MARK CUPO 4/28/2010 approximately 2,000 shares of
LAWRENCE GRUM Celgene stock
JOHN LAZORCHAK 4/27/2010- CASTELLT’s purchases of
13 MARK CUPO 4/28/2010 approximately 2,000 shares of
MICHAEL CASTELLI Celgene stock
GRUM’s purchases, individually
14 JOHI\T; AL&Z &%SSAK 5/24/2010- and through his company, GM
LAWRENCE GRUM 6/29/2010 Ventures, of approximately 13,175
shares of Abraxis stock
JOHN LAZORCHAK 5/24/2010- CASTELLTI’s purchases of
15 MARK CUPO 6/29/2010 approximately 11,326 shares of
MICHAEL CASTELLI Abraxis stock
JOHN LAZORCHAK 7/27/2010- GRUM’s purchases of
16 MARK CUPO 2/28/2010 approximately 8,200 shares of
LAWRENCE GRUM Celgene stock
JOHN LAZORCHAK 7121/2010- CASTELLI’s purchases of
17 MARK CUPO 2/28/2010 approximately 7,100 shares of
MICHAEL CASTELLI Celgene stock
JOHN LAZORCHAK 10/26/2010- GRUM’s purchases of
18 MARK CUPO 10/27/2010 approximately 7,500 shares of
LAWRENCE GRUM Celgene stock
CASTELLD’s purchases of
19 JOHI\II;I ;’&Z 8§ggAK 10/8/2010- approximately 6,800 shares of
MICHAEL CASTELLI 10/28/2010 Celgene stock and approximately 20

Celgene call options




JOHN LAZORCHAK 4/25/2011- GRUM'’s purchases of
20 MARK CUPO 5/11/2011 approximately 131,000 shares of
LAWRENCE GRUM Orthovita stock
JOHN LAZORCHAK 4/25/2011- CASTELLTI’s purchases of
21 MARK CUPO 5/11/2011 approximately 180,352 shares of
MICHAEL CASTELLI Orthovita stock
JOHN LAZORCHAK PENDOLINO’s purchases of
22 MARK FOLDY 5/3/2011 approximately 18,580 shares of
MICHAEL PENDOLINO Orthovita stock
GRUM’s purchases of
JOHN LAZORCHAK 217/2011- approximately 18,500 shares of
23 MARK CUPO 72712011 Celgene stock and “writing,” i.e.,
LAWRENCE GRUM sale, of approximately 35 Celgene
put options
CASTELLT’s purchases of
JOHN LAZORCHAK 2172011- approximately 12,500 shares of
24 MARK CUPO 712712011 Celgene stock and “writing,” i.e.,
MICHAEL CASTELLI sale, of approximately 15 Celgene
put options
GRUM’s purchases of
approximately 335 Celgene put
25 JOHS Aﬁ?l? gggg AK 4/4/2012- options_; “writing,” i.e., sale, of
LAWRENCE GRUM 4/25/2012 approximately 30 call options; and
the short sale of approximately
7,000 shares of Celgene stock
CASTELLTI’s purchases of
approximately 315 Celgene put
2% 101-5\[1 AL&Z &I}ggAK 4/4/2012- options; writing of approximately 20
MICHAEL CASTELLI 4/25/2012 Celgene call options; and the short
sale of approximately 7,000 shares
of Celgene stock
GRUM’s purchases of
JOHN LAZORCHAK 6/15/2012- approximately 180 Celgene put
27 MARK CUPO 6/20/2012 options and writing of
LAWRENCE GRUM approximately 20 Celgene call
options
JOHN LAZORCHAK 6/15/2012- CASTELLI’s purchase of
28 MARK CUPO 6/20/2012 approximately 180 Celgene put
MICHAEL CASTELLI options

In violation of Title 15, United States Code, Sections 78j(b) and 78ff(a); Title 17, Code of

Federal Regulations, Section 240.10b-5; and Title 18, United States Code, Section 2.
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