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NATURE OF THE ACTION

1. This is a securities class action on behalf of abkpes who purchased or
otherwise acquired the stock of SIRVA Incorporated (“SARYr the “Company”) between
November 25, 2003 and January 31, 2005 (the “Class Period”) ued8ethrities Act of
1933 (“Securities Act”) and the Securities Exchange Act of 1%4change Act”). The
Securities Act Claims are set forth in sections IV-Vhese claims allege that Defendants
issued materially false statements, including false filmhnesults, in connection with an
Initial Public Offering (“IPO”) on November 25, 2003, an&econdary Public Offering
(*SPO”) on June 10, 2004. Under the Securities Act, Defdadan strictly liable for the
material misstatements in the Registration Statésrfen these two public stock offerings,
and these claims specifically exclude any allegatiooWwledge or scienter.

2. The Exchange Act claims allege that Defendants engageétandulent
scheme and committed accounting fraud. Indeed, since it dteiing in 2003, SIRVA
has now admitted that it issued false financial resalévery single quarter during the Class
Period. These claims are set forth in sections VXV

PRELIMINARY STATEMENT

3. Back in late 2003, those on the outside of the CompanyJsag B2ason to
think everything was fine. The Company, known as the néwitged SIRVA, was a giant
among moving companies. An investment firm called Claybuhilier & Rice, Inc.
("CD&R”) had scoured the globe since 1998, acquiring movers the United States, the
United Kingdom, France, and Scandinavia. CD&R didn’t jhstose any moving
companies, they chose companies with household names th$. and Europe. Names like
North American Van Lines, Allied, Pickfords, Maison Hugnd Scanvan, and a large

insurance company called TransGuard were now all pared@tRVA empire. CD&R had



everything in place, and in November 2003, CD&R sold 30% o¥V8I® investors for
$390 million in an Initial Public Offering.

4. Over the next fourteen months, with Defendants mgsakcellent financial
report after excellent report, and positive discussitar absitive discussion, everything
seemed to be running smoothly at SIRVA. SIRVA's stockeased to the $21-$23 dollar
range within less than six months after the IPO, evanirsg to over $25 in April 2004, an
incredible 42% gain. Things were going so well, SIRV/A\aale to conduct another
Offering, this time selling another 26% of SIRVA to imvastin June 2004 for over $400
million. Defendants kept the good reports coming, with SARMeeting analysts’ estimates
guarter after quarter throughout the class period.

5. Of course, what no one on the outside of SIRVA --thetanalysts, not the
financial experts, not the media, and certainly not itores- knew, or could have known,
was that SIRVA had serious and systemic problems Butepean Operations, an important
segment of SIRVA that makes up more than 25% of itswe®& What they also didn’t
know is that SIRVA's Network Services segment, whighstitutes another 25% of
SIRVA's revenues, was materially under reserved. Amallff, investors did not know that
Defendants were using the reserves and other illegaliating manipulations to manage
SIRVA's earnings and meet SIRVA'’s estimates.

6. Even worse, Defendants knew all about these probleries hack adefore
the PO, but they hid them from investors at all costs. éadéormer employees at SIRVA
from every level, and located both here and in Europes banfirmed that Defendants knew
the truth, yet continually refused to tell investorer Example, for months SIRVA's

European executives personally explained the serious preloelBurope to SIRVA'’s top



management, and multiple high level employees confirdhdescribe meetings where
insurance reserves were manipulated, and reveal how anDefgdants knew about it.

7. Eventually however, the massive fraud caught up to thenDafehdants
were forced to announce that SIRVA had serious problefaanmpe, that they would take a
multi-million dollar charge to SIRVA'’s insurance reservasd that much of the prior
information they had provided to investors could no longeeledrupon. By the time the
smoke cleared, SIRVA was in shambles, with investaisdpover $650 million of their
money, their Company forced to restate every finamedrt it ever issued, a formal SEC
investigation at their doorstep, their CFO bailing out ath#ight of the fraud, a sell off of
their entire insurance business, and an internal retviatacan’t even rule out intentional
accounting misstatements.

JURISDICTION AND VENUE

8. This Court has jurisdiction over the subject mattehf &ction pursuant to
827 of the Exchange Act (15 U.S.C. §78aa) and 28 U.S.C. §133Iclaliins asserted herein
arise under Sections 11, 12(a)(2) and 15 of the Securitied3¢&1.S.C. 8877k and 770, and
Sections 10(b), 20(a) and 20A of the Exchange Act, 15 US1Bj(b), 78t(a) and 78t-1,
and the rules and regulations promulgated thereunder by geirgfiiding Rule 10b-5, 17
C.F.R. 8240.10b-5; and Section 304 of the Sarbanes-Oxley 200@f 15 U.S.C. §7243.

9. Venue is proper in this District pursuant to Section 22 oSeheurities Act
and Section 27 of the Exchange Act, 28 U.S.C. §1391(b). Mitie acts and transactions
giving rise to the violations of law complained of her@mcJuding the preparation and
dissemination to the investing public of false and méteginformation, occurred in this

District. In addition, SIRVA maintains its principatexutive offices in this District.



V.

10.  In connection with the acts, conduct and other wrongs tzongal of herein,
Defendants used the means and instrumentalities of ategimmerce, including the mails,
telephone communications and the facilities of natieecurities exchanges.

THE SECURITIES ACT CLAIMS
A. The Parties
1. Lead Plaintiff

11. The Central Laborers' Pension Fund is a Taft-Haiflext Fund
headquartered in Jacksonville, lllinois. The Fund providesfiis for approximately 14,000
active and inactive vested union laborers. The Pensind Was established in 1965 to help
provide financial security to laborers during retiremértte Fund currently has more than
5,300 pensioners and beneficiaries receiving over $54 miléioh gear in pension benefits,
and is financed entirely by employer contributions netgdighrough the collective
bargaining process and investment income.

12.  Plaintiff Central Laborers Pension Fund was appoineatLPlaintiff by
Order of the Court on March 29, 2005. Lead Plaintiff purch&RB& A common stock
during the Class Period and traceable to SIRVA’s IPO, arslpat to the Company’s SPO,
and has been damaged thereby.

2. Securities Act Defendants

a. The Company

13. Defendant SIRVA, INC. (“SIRVA”) is organized under thevtaof Delaware
with its principal executive offices located at 700 Oakmame, Westmont, lllinois 60559.
According to its most recent Form 10-Q, which was filethwhe Securities and Exchange
Commission (“SEC”) on November 15, 2004, SIRVA is a lead¢he global relocation
industry, including transferring corporate and government grapand moving individual

consumers. SIRVA operates in more than 40 countridsrumell-recognized brand names
4



including SIRVA®, Allied®, northAmerican®, Global® and SIRMRelocation in North
America, Pickfords® in the United Kingdom, Maison Huet® marce, Kungsholms in
Sweden, ADAM in Denmark, Majortrans Flytteservice inrNay, Rettenmayer in Germany
and Allied Pickfords in the Asia Pacific region.

14.  SIRVA'’s business is divided into four operating segmenisRglocation
Solutions —North America; (2) Relocation Solutions — Eurauek Asia Pacific; (3) Network
Services; and (4) Transportation Solutions. The Compaltectively refers to “Relocation
Solutions-North America,” and “Relocation Solutionsw&pe and Asia Pacific,” as “Global
Relocation Solutions.”

a. Global Relocations Solutions, provides a comprehensive suite of
relocation services to corporate and government custpoféesng a wide variety of services to
employees including relocation services, household goodmgeervices, and specialized
transportation. Relocation services include assistaitbehe sale of employees’ homes,
purchase of their new homes, mortgage services and progistt@stination services.
Specialized transportation includes moving services for ptediat require special handling
and constant monitoring due to their high value.

b. Network Services provides a range of services to moving and storage
agents, independent owner operators and small fleet opetatassist them in the daily
operation of their business, including insurance products,flasmtenance programs, equipment
and fuel purchase packages, breakdown and road serviced| @s t@ehnology, legal and tax
services. Network Services includes the Company’s Trans@semdral Insurance Agency, Inc.
(“TransGuard”), and the National Association of Indep@ndeuckers (“NAIT”).

C. Transportation Solutions is part of the third-party logistics industry,

providing outsourcing services for supply chain functiomsiuding order fulfillment, freight bill



auditing and payment, cross-docking, produce marking, labatihgpackaging, inventory and
warehouse management, parts return and repair and the physieahent of goods.

b. Officer and Director Defendants

15. The following Defendants served as SIRVA's officers andirectors during
the Class Period, and are strictly liable under theigexs Act for endorsing the Company’s
false statements in the IPO and/or SPO Prospectus.

Brian P. Kelley

16. Defendant Brian P. Kelley (“Kelley”) was, at all eghnt times, SIRVA’s
Chief Executive Officer and President. Defendant Kdlecame SIRVA's President and
Chief Executive Officer, and a director, in August 2002. é&efligned the Form S-1
Registration Statement for both the IPO and SPO edlsaw all subsequent Form S-1/A
amendments before the Prospectuses were declaredveffect

Joan E. Ryan

17. Defendant Joan E. Ryan (“Ryan”) was, at all releviamts, SIRVA'’s Chief
Financial Officer and Senior Vice President. Defendy&n served as a member of the
Audit Committee until she resigned from the Board in Eabr 2003 to become the
Company’s Senior Vice President and Chief Financial Qffié®yan resigned from her
position as Chief Financial Officer on January 21, 2005.nRygned the Form S-1
Registration Statement for both the IPO and SPO edlsaw all subsequent Form S-1/A
amendments.

James W. Rogers

18. Defendant James W. Rogers (“Rogers”) was, at all reteiraes, SIRVA’s

Chairman of the Board and a director. Defendant Rdggmame a director of SIRVA in

February of 1999 and has served as the Chairman of thd Bioae November of 1999.



Subsequently, from April of 2001 until August of 2002, Defendargdr®served as
SIRVA's President and Chief Executive Officer through2@®3. Defendant Rogers is a
principal of Defendant CD&R, a limited partner of CD&Rsociates V Limited Partnership
and CD&R Associates VI Limited Partnership, and a stoddrand director of CD&R
Investment Associates I, Inc. and CD&R Investmentogsses VI, Inc. Rogers signed the
Form S-1 Registration Statement for both the IPO &1@,&s well as all subsequent Form
S-1/A amendments.

Richard J. Schnall
19. Defendant Richard J. Schnall (“Schnall’) was, at aérent times, a director

of SIRVA. Defendant Schnall became a director of SARN March of 2002, and is a
principal of CD&R. Schnall signed the Form S-1 RegigiraStatement for both the IPO
and SPO, as well as all subsequent Form S-1/A amendments
Carl T. Stocker

20. Defendant Carl T. Stocker (“Stocker”) became a direaf&GIRVA in May of
2000. Stocker signed the Form S-1 Registration Statemeboth the IPO and SPO, as well
as all subsequent Form S-1/A amendments.

21. Defendants Kelley, Ryan, Rogers, Stocker and Schrati@tectively
referred to herein as the “Individual Defendants.” Sehindividual Defendants all signed the
Company’s IPO and SPO Registration Statements whichdedlmaterially false financial
results, as well as omitted material facts which regalénem false and misleading.

C. The Underwriter Defendants

22. Defendant Credit Suisse First Boston LLC (“Credit Seilyis an investment
bank, incorporated in Delaware. Its businesses includegitses underwriting, sales and

trading, investment banking, private equity, alternatiges financial advisory services,



investment research, and asset management. Defendalitt &lrisse served as a
representative underwriter and joint book running managesIfRVA’'s IPO and SPO.

23. Defendant Goldman, Sachs & Co. (“Goldman Sachspigwestment
banking, securities and investment management firm, incatgubin New York. Its
underwriting component consists of public offerings and peipdacements of equity,
equity-related and debt instruments. Defendant GoldmelnsSsrved as a representative
underwriter and joint book running manager for SIRVA'’s I&@ SPO.

24. Defendant Deutsche Bank Securities Inc. (“Deutsche Basldfinancial
services provider, with services that include corporateibgrdnd securities, transaction
banking, asset management and wealth management. dBefddeutsche Bank is
incorporated in Delaware, and served as an underwrit& RWVA's IPO and SPO.

25. Defendant Citigroup Global Markets Inc. (“Citigroup”) providegestment
banking services, including a wide range of strategic arahdial advisory services, such as
acquisitions, mergers, divestitures, financial restruagis;i underwriting and distributing
equity, debt and derivative securities. Defendant Citigrie incorporated in New York, and
served as an underwriter for SIRVA’s IPO and SPO.

26. Defendant J.P. Morgan Securities Inc. (“JP Morgan”)fisancial services
firm, providing services in investment banking, finance&hges for consumers and
businesses, financial transaction processing, asset atith\weinagement, and private
equity. Defendant JP Morgan is incorporated in Delaysrd served as an underwriter for
SIRVA's IPO and SPO.

27. Defendant Banc of America Securities LLC (“Banc of Aic&’) is an
investment bank and brokerage firm, incorporated in DelwBefendant Banc of America

served as an underwriter for SIRVA's IPO and SPO.



28. Defendant Morgan Stanley & Co. Incorporated (“Morgamistd) provides
investment banking services, specifically in mergers andisitqos, underwriting of equity
and equity-related transactions, high-yield debt financind,carporate debt issuance.
Defendant Morgan Stanley is incorporated in Delawaresaneked as a representative
underwriter and joint book running manager for SIRVA’'s SPO.

d. The Auditor Defendant

29. Defendant PricewaterhouseCoopers LLP (“PwC”) is a ddchltability
partnership of certified public accountants, auditors andudtamts that provides audit and
assurance services, advisory services and tax and hurancesservices. It maintains its
headquarters at 300 Madison Avenue, New York, New York, 100&fendant PwC served
as SIRVA's auditor and principal accounting firm throughtwet Class Period. Defendant
PwC is liable under Section 11 of the Securities Acttforole in certifying the financial
statements included in Defendants’ IPO and SPO Prospsctuse

e. Controlling Shareholder

30. Clayton, Dubilier & Rice, Inc. (“CD&R”) is named adefendant under
Section 15 of the Securities Act by virtue of its statia anajority shareholder and control
person of SIRVA. CD&R is a private investment firnganized as a Delaware corporation,
which manages a series of investment funds, includiagt@h, Dubilier & Rice Fund V
Limited Partnership (“CD&R Fund V") and Clayton, Dubili&rRice Fund VI Limited
Partnership (“CD&R Fund VI”). CD&R assists corporationsisas SIRVA in structuring,
arranging financing for and negotiating transactions. Afterconsummation of such
transactions, CD&R provides management and financiaudimg services to the
companies, including helping companies to establish effelstimking, legal and other

business relationships and assisting management in devetmrnmplementing strategies



for improving their operational, marketing and financiaf@enance. As discussed in more
detail below, CD&R had such an agreement with SIRVAubghout the Class Period.
CD&R, through CD&R Fund V, organized SIRVA in 1998 to acquiogtN American Van
Lines. Throughout the Class Period, CD&R, through CORRd V and CD&R Fund VI,
exercised control over the Company, through majorityeysimp of the Company’s common
stock, and the consulting agreement in place betwee@admpany and CD&R. In addition,
two of the Company’s directors, Defendants Rogers ahd&i¢c are principals of CD&R.

B. Claims Against Defendants Related to SIRVA's IPO

1. Background to the Section 11 Claims

31. CD&R is a private equity investment firm and manage$thate investment
funds CD&R Fund V and CD&R Fund VI. CD&R Fund V organizéBR\&A in 1998 to
acquire North American Van Lines, with the idea todbailone-stop shop for global
relocation services, and sell it to the public.

32. Between 1998 and the 2003, CD&R principals operated SIRVA. For
example, CD&R principal James W. Rogers has been a SBRkéctor since February
1999, and served as SIRVA’s Chairman of the Board of firesince November 1999.
Rogers also served as SIRVA’s President and Chief ExecOffficer from April 2001 until
August 2002, when Mr. Brian Kelley became SIRVA's Prasid€hief Executive Officer,
and a Director. Prior to this time, both Kelley andgB@ were executives at General
Electric subsidiaries from 1995 to 1998. In addition, CD&Rq@pal Richard J. Schnall has
been a SIRVA Director since March 2002.

33.  From 1998 to 2003, SIRVA acquired other moving related compantbe

United States and Europgeg 113, 211-215), including companies in France, the United
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Kingdom, and Scandanavia. SIRVA also acquired an insuramaggacty called TransGuard,
a company that SIRVA would later essentially label asl@svork Services Segment.

2. The November 25, 2003 Initial Public Offering

34. On November 25, 2003, two days before Thanksgiving, SIRVA coeduct
Initial Public Offering, with investors putting up approximgt®890 million to purchase
approximately 21 million of SIRVA’s 70.5 million shares oatsling, or about 30% of
SIRVA. In connection with the IPO, SIRVA filed arldet SEC declared effective, SIRVA's
Prospectus and Registration Statement dated November 24 n2@fy$ection with the
Company’s IPO of 21,052,632 shares at a price of $18.50. Defemdslatg, Ryan, Rogers,
Schnall and Stocker, among others, signed the Registi@taiement. The Offering, which
was undertaken by Underwriter Defendants Credit Suskelman Sachs, Deutsche Bank,
Citigroup, JP Morgan, and Banc of America, was completedavember 25, 2003. A total
of 13,513,514 shares were sold by the Company and 7,539,118 sharssldiérecertain
selling shareholders.

35. One key to SIRVA'’s success would most certainly begtsaeent continued
success in its European Operations. Indeed, Defendashisyektors in the Prospectus that
the European market opportunities are considerable, asatket is large, the corporate
outsourcing trend is at an earlier stage of developraadt SIRVA is approaching this
international opportunity from a position of strengththvd leading market share position in
Europe.

36. The other key to SIRVA'’s success would be its insuranceéss also
known as TransGuard or the Network Services segmenDefendants also told investors

in the Prospectus, SIRVA intends to continue to gromésvork Services business, and that
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SIRVA has “an advantage in bringing value-added servit@spur insurance programs, to
this historically underserved market.”

3. Omissions and False Statements in the IPO Prospectus

37. The IPO Prospectus failed to disclose to investors thRW &l European
operations were substantially impaired. While thespeatus highlights the 20%
contribution to Operating Income by SIRVA’s European Openat it fails to discuss the
many problems SIRVA was experiencing in Europe, includingirdeg demand, revenue
shortfalls, an inability to further cut costs, and thaifity of acquisitions to perform up to
expectations. Because of the aforementioned probteiRY,A’s European operations were
struggling just to maintain previous year’s revenue leveigmmind meet the unattainable
projections set by Defendants Kelley and Ryan.

38. The IPO Prospectus stated as one of its goals:

Expand Geographically. We intend to increase our market share
internationally as we continue to develop our globdbaaion
solutions platform. We believe that the European andrAsiarket
opportunities are considerable, as the markets are &rdethe
corporate outsourcing trend is at an earlier stage daflojement.
We are approaching this international opportunity from a posit

of strength, with a leading market share position in Re&yo
Australia and Asia.

39. The IPO Prospectus contains certain disclosures indeiodedvise investors
as to the risk inherent in SIRVA'’s business operatiousthese disclosures did more to
mislead investors than educate them because at thehese isks were discussed, the very
thing at risk had already occurred. For example, the li®@SpBctus states:

Our success depends in part on our relatively new and

unproven strategy of offering a global comprehensive
relocation solution to customer$

! Unless otherwise indicated, emphasis is added.
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Historically, a majority of our operating revenues amzbime from
operations was derived from our moving services businesses. A
significant element of our growth model, however, is oew and
unproven strategy of offering a global comprehensilecation
solution to customers by combining our higher margin reiogat
services with our proprietary moving services netwovke
embarked on this strategy less than two years ago with the
acquisition of the business of Cooperative Resources Services,

Ltd., and have not yet proven that it will succeed in the long-term,
especially in Europe and Asia.

40. The IPO Prospectus also contained numerous false alehdirgg material
statements concerning the Company’s financial resultisidimg):
a. Improperly failing to take a timely charge to accrue aoldl liabilities

related to SIRVA'’s multiple-line property and commerdi@bility insurance;

b. improperly overstating premium revenue;
C. improperly overstating commission income;
d. improperly accounting for accrued expenses, including, butmibéd to,

claim expenses, ceded insurance premiums, insurance lprokiesharing, customer incentives,

and agent commissions liability;

e. improperly accelerated revenue related to both Corporeseaied referral
fees;

f. improperly accounted for home inventory valuation reseand

g. failing to establish and maintain adequate internal acewuoontrols.

41. The IPO Prospectus included the Company’s audited finanatahsents for
the years ending December 31, 2001 and 2002, as well as theteddmdincial statements

for the nine months ending September 30, 2003 financial statements contained

2 SIRVA's fiscal years runs with the calendar yearpday 1 through December 31.
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assurances by Defendants that the financial statemepisted a fair presentation of the
financial condition and results of operations of thenpany.

42.  The financial statements included in the IPO Prospentiigde an assurance
by PwC that the financial statements fairly preseatfittancial position of SIRVA and the
results of operations and cash flows are in conformitly GAAP:

Report of Independent Accountants
The Board of Directors and Stockholders of SIRVA, Inc.:

In our opinion, the consolidated financial statementsdish the
accompanying index present fairly, in all material respetis,
financial position of SIRVA, Inc. and its subsidiaregsDecember
31, 2002 and December 31, 2001, and the results of their
operations and their cash flows for each of the tlyess in the
period ended December 31, 2002 in conformity with accounting
principles generally accepted in the United States of riaeln
addition, in our opinionthe financial statement schedule listed

in the index appearing under Item 16(b) presents fairly,n all
material respects, the information set forth therein wha read

in conjunction with the related consolidated financial
statements. These financial statements and financial statement
schedule are the responsibility of the Company's managemur
responsibility is to express an opinion on these tiastatements
and financial statement schedule based on our audits.
conducted our audits of these statements in accordancetiwi
auditing standards generally accepted in the United Statesf
America, which require that we plan and perform the audit to
obtain reasonable assurance about whether the fingtaiaments
are free of material misstatement. An audit includesrening, on

a test basis, evidence supporting the amounts and disdosuhe
financial statements, assessing the accounting prinaisied and
significant estimates made by management, and evaludieng t
overall financial statement presentation. We beli&a¢ dur audits
provide a reasonable basis for our opinion.

43. Inthe IPO Prospectus, Defendants praise SIRVA'’s firzdigcowth by
comparing it to previous periods:

Our financial results reflect our ability to improve oyrecating
results even in a difficult economic environment. Rog twelve
months ended September 30, 2003, we had operating revenues and
income from operations of $2.3 billion and $114.1 million,
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respectively.These represent increases of 9% and 37% over
our operating revenues and income from operations for the
twelve-month period ended September 30, 2002, respectively,
resulting from a combination of internally generated and
acquisition growth.

44.  The Notes to Consolidated Financial Statements exglaiCompany’s
Insurance and Claims Reserves as follows:

The Company has purchased first dollar insurance coverage,
subject to specified deductibles, for principally all insurable
business risks except cargo damage, delay claims and tinarios
services business loss reserves. The Company estimages c
relating to cargo damage and delay claims based principall
actuarial methods applied to historical trendfie Company's
multiple-line property and commercial liability insurance
group sets its reserve rates based on a percentage of earned
premium. The percentage is based on historical data, rurates

and actuarial methods.

A cargo claims analysis is performed each quarter cangpapen
and closed claim costs, as well as estimates for iedusut not
reported claim costs, to the original estimates, enmanges to
those estimates are recorded as appropriateThe Company
recognized favorable accrual adjustments related to pear y
estimates of $5,356[,000] for the year ended December 31, 2002.
These favorable adjustments were a result of improxpeérence,
when compared to historical trends and estimates, fonglaiade

in policy years 2001 and prior that were finalized in 2002. This
improved claims experience was attributable to a combimatio
reduced shipment volumes that reduced the frequency onsclai
and new quality control initiatives implemented by thenany
during 2001.

The impact, net of taxes, of the favorable accrualsaajants was
$3,436, or $0.07 per share-basic, or $0.07 per share-diluted.

45.  Management’s Discussion and Analysis in the IPO Prigpalso disclosed
the same insurance reserves policies as part of th@&yrs critical accounting policies,
and further explained with regard to claims reserves:

Claims reserves. We estimate costs relating to cargo damage
based principally on actuarial methods applied to histotieals.
Both the frequency of claims and the severity of claimfisience
claim costs...These historical metrics are used to record a
provision in the current period for the cost to settline that
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have been incurred, but will be settled in future periods... An
analysis is performed each quarter comparing open and closed
claim costs, as well as estimates for incurred butepmirted claim
costs, to the original estimates, and changes to #&igaates are
recorded as appropriate. Cargo claims expense was $43dnmilli
$39.2 million and $26.1 million for the years ended Decerither
2000, 2001 and 2002, respectively and $21.6 million and $25.9
million for the nine months ended September 30, 2002 and 2003,
respectively. Claim frequency and severity improved in 20@lL an
2002 as compared to historical trends...At December 31, 2002 and
September 30, 2003, our claims reserves totaled $27.2 mitidhn a
$25.8 million respectively, however actual results may be
materially different from our current estimates.

46. The Notes to Consolidated Financial Statements fuetkglained, in relevant
part, the Company’s revenue recognition policy which issree as Management’s
Discussion and Analysis section of the IPO Prospectus:

In the relocation services operations, fees are pdidet@ompany
by corporate customers at either a fixed price per traesfe
employee or based upon a fixed percentage of the hoalk'sy s
price. In either case, revenue is recognized when a home sale
contract with the ultimate buyer is signed. However, if tle
Company purchases a property from the transferee when no
outside buyer has been located and the property enters the
Company's inventory, revenue is not recognized on that
property until the closing of a sale to an outside buyer
Additionally, fees are paid to the Company by Company-fiedli
real estate agents for the listing or home purchaserakfef a
transferred employee and are recognized as revenue whamea h
sale contract with the ultimate buyer is signed.

In addition, within relocation services, the Company geizes
gains or losses on the sale of mortgage loans at tketlikaioans

are funded by purchasers pursuant to the existing sales
commitment. The gain or loss equals the difference dxtvithe
basis in the loan and the net proceeds received and ardeidan
operating revenues in the consolidated statement of apesati
Sales of loans are made without recourse, provided#res Imeet
predetermined specifications, as defined in the agreematiis w
investors. The Company does not currently service mortgags.|

The Company, within the Network Services segment in the
insurance services unit, recognizes revenue evenly oveeleet
month period when an annual insurance policy is written.
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4. Reasons for Falsity of the IPO Prospectus’s False Statemts

47.  As set forth in SIRVA’s Form 8-K issued on September 21, 2808YA
intends to restate its reported financial statementhéyears 2000 through 2003 and the
first nine months of 2004 because it had, among other thif@smproperly failed to take a
timely charge to accrue additional liabilities related HiR\GA's multiple-line property and
commercial liability insurance; (b) improperly oversthfgemium revenue; (c) improperly
overstated commission income; (d) improperly accounteddorued expenses, including,
but not limited to, claim expenses, ceded insurance presnimsurance broker profit
sharing, customer incentives, and agent commissions$itjake) improperly accelerated
revenue related to both Corporate fees and referrsil ffemproperly accounted for home
inventory valuation reserve; and (g) failed to establishraaintain adequate internal
accounting.

48.  SIRVA's financial statements were materially false amsleading and
violated GAAP because the Company improperly accountedénu@d expenses, including
but not limited to, claim expenses, ceded insurance presnimsurance broker profit-
sharing, customer incentives, and agent commissionstiiahiring the Class Period. Sfe
111375-376 below.)

49. The Company improperly accelerated revenue related todmfiorate fees
and referral fees.Sge 11377-379 below.) The Company’s improper accounting resulted in
an overstatement of operating income of $1 million akerperiod 2002 through 2004.

50. Asthe Company admitted in its Form 8-K issued on Septe2ie2005,
Defendants violated GAAP by improperly recognizing revenue wiheompany entered
into a contract, rather than prior to the closing, thwerstating operating income by $1

million over the period 2002 through 20044 1373-374 below.)
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51.  Furthermore, SIRVA disclosed in its Form 8-K, that"t@ompany’s pre-tax
income from continuing operations will be reduced by a wit&34 million for the periods
2000 through the first nine months of 2004.” Through the Company’sadmission, all
financial statements incorporated into the IPO Prospeceumaterially false and misleading
and must be restated for the reasons stated above.

52.  Throughout the IPO Prospectus, the Company provides yeayeae
comparisons to evidence its growth, but those stateraemfalse and misleading because
the IPO Prospectus failed to disclose that the Compamgtsrie from operations growth
was, in part, achieved by the changes in accounting mdtwele. Indeed, changes in the
Company’s methodologies could effectively change thegmtion as to how fast the
company is growing. In addition, SIRVA failed to disclaisat it lacked internal controls
necessary to prevent the Defendant’s improper failudestdose the changes in
methodologies, that the absence of such internat@smwas reasonably likely to have a
material adverse effect on the Company operating reamltsdisclosure of which was
necessary for a proper understanding, evaluation, anagnefbmvestment decision of the
Company’s operating performance.

53. SIRVA also made the following changes that affectefineacial results
incorporated into the IPO Prospectus: (a) its estimatetiaalology related to purchased
transportation expenses; (b) its cargo claims reseethadology for several units within
Moving Services North America in the fourth quarter of 20@# increased income by
approximately $2.4 million; (c) its cargo claims reservehmdblogy for two divisions
within Moving Services North America in the second quast&003 that increased income
by approximately $771,000; and (d) the Moving Services North Amedagment

inappropriately took approximately $502,000 into income as a lumgpirsthe third quarter
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of 2003. SIRVA failed to disclose the changes and thetsftddhe change on reported
earnings as required by GAAP.

C. False Statement in Connection with SPO

1. Background of the SPO

54. OnJune 10, 2004, SIRVA'’s Registration Statements and iocaiga
Prospectus for the SPO (“SPO Prospectus”) becameiedfertd the selling shareholders
sold 18,500,000 shares of SIRVA common stock at $22 per shheeSAHO Registration
Statement was signed by Defendants Kelley, Ryan, Rogehsall and Stocker, among
others.

55.  The total proceeds from the sale of 18,500,000 shares of SHRulAwas
$407 million. The Company did not sell any shares in the, 3iRd, therefore, did not
receive any of the proceeds from the SPO. The Underarrieceived $15,262,500, and the
selling shareholders, consisting of CD&R Fund V, CD&RéFWYI, and Exel, received
$391,737,500.

2. False and Misleading Statements in the SPO Prospectus

56. The SPO Prospectus contained much of the same matéalaé and
misleading statements contained in the IPO Prospedasdiag adequacy of insurance
reserves, revenue recognition policies, and adequacyeohaitcontrols, as well as
materially false and misleading historical financial ddtalso omitted necessary material
information about the problems existing in SIRVA’s Europ@gerations, as discussed
above, to render it not false and misleading.

57. Inthe SPO Prospectus, Defendants again praised the Compaagcial
growth:

Our financial results reflect our ability to grow marlgkiare and
improve our operating performance even in a difficutbrexamic
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environment. For the twelve months ended March 31, 2004, we
had operating revenues and income from operations of $2ahnbilli
and $129.8 million, respectivelyfhese represent increases of
8% and 28% over our operating revenues and income from
operations, respectively, for the twelve-month period ended
March 31, 2003, resulting from a combination of internally
generated and acquisition growth We would also expect our
future financial results to benefit from an improving momy as
corporations increase spending on relocation.

58. The SPO Prospectus repeated Defendants’ goal of expayebiggaphically.
(See 1138 above.)

59. The SPO Prospectus included audited consolidated finandingtats for
the fiscal years ended December 31, 2001, 2002, and 2003 as weluasted consolidated
financial statements for the three months ended Mait¢c2003 and 2004. The financial
statements contained assurances by Defendants thiuatheial statements depicted a fair
presentation of the financial condition and resultepdrations of the Company.

60. The financial statements included in the SPO Prospeutiugied an
assurance by PwC that the financial statements faielgent the financial position of SIRVA
and the results of operations and cash flows are oot with GAAP, in substantially
the same language as that in the IPO Prospectus. SalgifPwC assured investors that:

In our opinion,the consolidated financial statements listed in
the accompanying index present fairly, in all material respets,

the financial position of SIRVA, Inc. and its subsidiariesat
December 31, 2003 and December 31, 2002, and the results of
their operations and their cash flows for each of the thregears

in the period ended December 31, 2003 in conformity with
accounting principles generally accepted in the United Stes of
America.

We conducted our audits of these statements in accordance
with the standards of the Public Company Accounting
Oversight Board (United States)Those standards require that we
plan and perform the audit to obtain reasonable assuralinout
whether the financial statements are free of matenisstatement.
An audit includes examining, on a test basis, evidence sumport
the amounts and disclosures in the financial statemassgssing
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V.

the accounting principles used and significant estimatedeny
management, and evaluating the overall financial stateme
presentation. We believe that our audits provide a reid®asis
for our opinion.

61. Inthe SPO Prospectus, Defendants again explained thpadgis
accounting policies for insurance reserves and claineswes ¢ee 1144-45 above), and
added that, at March 31, 2004 and December 31, 2003, the Compesayance reserves
totaled $51.7 million and $53.7 million, respectively, and atdd&1, 2004 and December
31, 2003, the Company’s claims reserves totaled $19.6 millidi$22.4 million,
respectively.

62. The SPO Prospectus also repeated the revenue recogoliondetailed in
the IPO ProspectusSde 146 above.)

63.  Plaintiff also incorporates those allegations of falsd misleading statements
in paragraphs 37 through 46 above, as well as the reasdatsity stated in paragraphs 47
through 53, because the same statements Plaintiff aliedpesfalse in the IPO Prospectus

were contained in the SPO Prospectus.

COUNTS AGAINST DEFENDANTS RELATED TO THE OFFERINGS
COUNT |

FOR VIOLATIONS OF SECTION 11 OF THE 1933 ACT ARISING FROM THE

COMPANY'’S IPO AND SPO AGAINST SIRVA, THE INDIVIDUAL DEFENDANTS,

PWC AND THE UNDERWRITER DEFENDANTS

64. This Count is brought on behalf of persons who purchased/A#Rock
issued pursuant or traceable to the November 25, 2003 IPO andéi 0, 2004 SPO.

65. Lead Plaintiff Central Laborers, incorporates thegalte®ns contained above
pertaining to the false Registration Statements angPctisses for the IPO and SPO (the
“Offering Documents”), and for purposes of Counts,I&8llI, Lead Plaintiff expressly
excludes and disclaims any allegation that could be codsasialleging fraud or intentional
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or reckless misconduct, as these counts are based aolelgims of strict liability and/or
negligence under the Securities Act of 1933.

66. This Count is brought against registrant and issuer SIR\gAatories to the
Prospectuses, the Individual Defendants; PwC; and the Untierdefendants on behalf of
Lead Plaintiff and all purchasers of SIRVA securities pans or traceable to the Offering
Documents. The Offering Documents were inaccurate asidading, contained untrue
statements of material facts, omitted to state ddwts necessary to make the statements
made not misleading, and concealed and failed adequatelckusdisnaterial facts as
described above.

67. Defendants are strictly liable for the misstatemants omissions and for the
damages that Lead Plaintiff and other members of thes Giage sustained thereby. All
Defendants are responsible for the contents and disagam of the Offering Documents,

and did not conduct a reasonable investigation or po

gnable grounds for the belief
that the statements contained in the Offering Docusneate true and without omissions of
any material facts and were not misleading.

68. Defendants issued, caused to be issued and participatedssitaece of
materially false and misleading written statementfi¢oivesting public that were contained
in the Offering Documents, which misrepresented ordditedisclose, among other things,
the facts set forth above. By reasons of the corftiretin alleged, each Defendant violated,
and/or controlled a person who violated, Section 11 oSdwurities Act.

COUNT Il

FOR VIOLATIONS OF SECTION 12(A)(2) OF THE 1933 ACT ARISING FROM THE
COMPANY'’S IPO AND SPO AGAINST SIRVA AND THE UNDERWRI TER
DEFENDANTS
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69. Lead Plaintiff incorporates all the allegations contdiabove pertaining to
the false offering documents, except that for purposdssocount, Lead Plaintiff expressly
excludes and disclaims any allegation that could be codsasialleging fraud or intentional
or reckless misconduct, as this count is based soleliaonscof strict liability and/or
negligence under the Securities Act.

70.  This Count is brought by Lead Plaintiff against Defend&hRVA and the
Underwriter Defendants, for violation of Section 12(ajfdhe Securities Act on behalf of
all class members that purchased SIRVA securities pursu#m IPO and SPO.

71. The Defendants named in this Count were sellers aedoosf and/or
solicitors of the sales of SIRVA shares offered purstmthe Offering Documents.

72.  The Offering Documents contained untrue statementsabérial facts,
omitted to state other facts necessary to make ttenstats made not misleading, and
concealed and failed to disclose material facts. [DRiafiets’ actions of solicitation included
participating in the preparation and dissemination ofdlse and misleading Offering
Documents.

73.  The Defendants named in this Count owed to the purchak8iRVA shares,
including Lead Plaintiff, the duty to make a reasonable digkdt investigation of the
statements contained in the Offering Documents, enbkatesuch statements were true and
ensure that there was no omission of material fagtired to be stated in order to make the
statements contained therein not misleading. Thergkits named in this Count, knew of,
or in the exercise of reasonable care should have kngwhe misstatements and omissions
contained in the Offering Documents as set forth above

74.  Lead Plaintiff purchased or otherwise acquired SIRVA shawesuant to the

defective Offering Documents. Lead Plaintiff did notwmnor in the exercise of reasonable
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diligence could not have known, of the untruths and sions contained in the Offering
Documents.

75.  The Underwriters offered for sale and sold the shaweshased by members
of the Class and received substantial fees and other ceatmemin connection with the
Offerings. The Underwriter Defendants invested subistiaiihe and effort in the Offerings
and were committed to purchase all of the Company’s shackaccordingly bore a
substantial risk of loss if the Offerings were not consatech Accordingly, the Underwriter
Defendants had a clear financial interest in consumméhte Offerings.

76.  Each Defendant named in this Count solicited and/or veabstantial factor
in leading purchasers to acquire SIRVA shares. But top#rticipation by these
Defendants, including the solicitation as set fortbvah the Offering could not and would
not have been accomplished. These Defendants weneated, at least in part, by a desire
to serve their own financial interests. Said Defet&ldid the following acts in furtherance
of the sale of SIRVA shares:

a. They actively and jointly drafted, revised, and approveditfiering
Documents by which the Offerings were made to the invg@gtublic. These written materials
were “selling documents,” calculated by these Defendanteeate interest in SIRVA shares and
were widely distributed by Defendants for that purpose;

b. These Defendants finalized the Offering Documents ancedabem to
become effective. But for these Defendants havingedtafiled, and/or signed the Offering
Documents, the Offering of SIRVA shares could not haenkbmade; and

C. These Defendants conceived and planned the Offerings geithéo

jointly orchestrated all activities necessary to dffae sale of these securities to the investing
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public, by issuing the SIRVA shares, supervising their digtioln and ultimate sale to the
investing public.

77. By reason of the conduct alleged herein, these Defendamiated § 12(a)(2)
of the Securities Act. As a direct and proximate tesiuthis violation, Lead Plaintiff
sustained substantial damage in connection with the perch&RVA shares. Lead
Plaintiff seeks recissory damages. Accordingly, Liekantiff seeks to obtain a right to
rescind and recover the consideration paid for theitV8IBhares and to permit such
purchasers to rescind and to tender their SIRVA shatée tbefendants sued herein.

COUNT 1T

FOR VIOLATIONS OF SECTION 15 OF THE 1933 ACT ARISING FROM THE
COMPANY'’S IPO AND SPO AGAINST THE INDIVIDUAL DEFEND ANTS AND
CD&R

78.  Lead Plaintiff incorporates the allegations containigalva pertaining to the
false Offering Documents. This Count is brought agaimstrilividual Defendants and
CDé&R, each of whom was a controlling person of SIRVAvbyue of their position as
directors and/or senior officers of SIRVA and/or bywérof their status as a major
shareholder of the Company.

79.  These Defendants each had a series of direct andie@andusiness and/or
personal relationships with other directors and/or offi@grd/or major shareholders of
SIRVA. By reason of their positions within the Compamgl/or their stock ownership
and/or because of their positions on SIRVA’s Board oé&ibrs, these Defendants had the
requisite power to directly or indirectly control orlugnce the specific corporate policy that
resulted in the unlawful acts and conduct alleged in Count |

80. Each of these Defendants was a culpable participaheiwiolations of

Sections 11 of the Securities Act alleged in Count | apbased on their having signed the
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Offering Documents and having otherwise participated iptbeess that allowed the IPO
and SPO to be successfully completed.

VI. CLAIMS AGAINST DEFENDANTS UNDER THE EXCHANGE ACT
A. The Parties
1. Lead Plaintiff
81. Central Laborers Pension Fund also serves as LeadifPlfor claims arising

under the Exchange Act.

2. Officer and Director Defendants

82. In addition to being named as Defendants in the prege&curities Act
claims, Defendants SIRVA, Kelley, Ryan, Rogers, Sdh8abcker, CD&R, and PwC are
named as Defendants in the claims arising under the Bgehrct.

a. Brian P. Kelley: The “Spin Doctor”

83. Defendant Brian P. Kelley (“Kelley”) was, at alleghnt times, SIRVA’s
Chief Executive Officer and President. Defendant Kdllecame SIRVA's President and
Chief Executive Officer, and a director, in August 2002. Adtw to a Former SIRVA
Relocation Business Development Executive, Kelleyavasery egotistical” and a “very
hands on manager.” According to a Former SIRVA Intéwnat Division Executive, Kelley
and Rogers operated SIRVA with a “management of fe@his former employee
characterized Kelley as “a spin doctor” due to his altititijwist negative information about
SIRVA.

84. During the Class Period, Defendant Kelley signed SIRVR® and SPO
Registration Statements and Form 10-K for the fiseal gnded December 31, 2003.
Defendant Kelley also certified the Form 10-K for fisgaar 2003, and Forms 10-Q for the
first, second and third quarters of fiscal year 2004. IrtiaddiKelley participated in several

conference calls with analysts, including calls on Falyri@, 2004, February 11, 2004,
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April 27, 2004, August 5, 2004, September 13, 2004, November 9, 2004 raratyl 31,
2005.

b. Joan E. Ryan

85. Defendant Joan E. Ryan (“Ryan”) was, at all releviams, SIRVA’s Chief
Financial Officer and Senior Vice President. Defendy&n served as a member of the
Audit Committee until she resigned from the Board in Eabr 2003 to become the
Company’s Senior Vice President and Chief Financial Qffié&uring the Class Period,
Defendant Ryan signed SIRVA's IPO and SPO Registr&tatements, Form 10-K for the
fiscal year ended December 31, 2003, and Forms 10-Q féirdhesecond and third quarters
of fiscal year 2003. Ryan also certified the Form 10+Kfigzal year 2004, in addition to
Forms 10-Q for the first, second and third quarters oélfigear 2004. In addition, Ryan
participated in several conference calls with analyst#)ding calls on February 10, 2004,
April 27, 2004, August 5, 2004, September 13, 2004, and November 9, 2004.

86. Defendant Ryan resigned as CFO of the Company justagnbefore it
announced that it may be required to issue a restateranit, would take not just the $15.2
million charge to increase insurance reserves announcedridev®, 2004, but also charges
relating to its European operations and that it waswewgewhether its accounting had any
material weaknesses. Although the timing alone of Ryegsignation adds to an inference
of scienter, her later confessions support that inferenen stronger.

87. On September 21, 2005 the Company filed a Form 8-K which iedlad
Summary Report of Cleary Gottlieb, a law firm whicdibeen engaged by the Audit
Committee to conduct an independent review of SIRVA'®anting problems. The 8-K
stated that counsel for Ryan had sent a letter t€otmepany “alleging that she had been

asked to resign from the Company because of her insestanaccurate financial reporting.”
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Ryan’s letter further “commented adversely on theétanhthe top’ set by senior
management of the Company and its insistence on messtinghgs targets.” Ryan’s letter
also suggested that the Company had misused material noo-pédximation.

C. James W. Rogers: The “Autocrat”

88. Defendant James W. Rogers (“Rogers”) was, at all retevwraes, SIRVA'’s
Chairman of the Board and a director. Defendant Rdggrame a director of SIRVA in
February of 1999 and has served as the Chairman of thd Bioae November of 1999.
Subsequently, from April of 2001 until August of 2002, Defendargdr®served as
SIRVA's President and Chief Executive Officer. Deferidagers is a principal of
Defendant CD&R, a limited partner of CD&R Associatetimited Partnership and CD&R
Associates VI Limited Partnership, and a stockholder @medtdr of CD&R Investment
Associates Il, Inc. and CD&R Investment AssociatesiMd. Rogers signed the following
false SEC filings issued to the investing public during theReriod: SIRVA’s IPO and
SPO Registration Statements and Form 10-K for thalfisgar ended December 31, 2003.
According to the Former SIRVA International Divisi&@xecutive, Rogers was much more
than a “hands-on” executive, he was “very autocratikRdgers focused on meeting earnings
goals to the detriment of long term growth and stabititynmonly telling top executives
“you’re here to earn my dime, not learn on my dime.”

d. Richard J. Schnall

89. Defendant Richard J. Schnall (“Schnall”) was, at advant times, a director
of SIRVA. Defendant Schnall became a director of SARW March of 2002, and is a
principal of CD&R. Schnall served on the Audit Comnattentil October 2003, and served
on the Governance Committee during the Class Perimdddition to his specifically

delineated roles as an Audit and Governance Committedere®chnall is responsible for
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the following false statements issued during the Clased®&IRVA’s IPO and SPO
Registration Statements and Form 10-K for the fiseal gnded December 31, 2003.

e. Carl T. Stocker: Chairman of the Audit Committee

90. Defendant Carl T. Stocker (“Stocker”) became a direaf&GIRVA in May of
2000 and from at least 2003 to present has served as the @haifthe Audit Committee of
SIRVA's Board of Directors. Stocker is responsibletfoe following false statements during
the Class Period: SIRVA's IPO and SPO Registrati@estents and Form 10-K for the
fiscal year ended December 31, 2003, as well as the Auditi@tee Report issued in the
2004 Proxy Statement.

3. Control Person Defendant: CD&R

91.  Prior to the Company’s IPO, CD&R Fund V and CD&R FundoMined
approximately 56.6% and 23.5% of the Company’s outstanding sesgectively, and
continued to own 39.3% and 16.4%, respectively, following theptetran of the IPO. As
stated in the Company’s IPO Prospectus, CD&R Fund V andREBénd VI continued “to
exercise control over matters requiring stockholder agdrand control over the
Company’s policy and affairs, for example, by being ablgirect the use of proceeds
received from the IPO and future security offerings1’adidition, pursuant to a consulting
agreement in place between SIRVA and CD&R, CD&R cwrd to provide the Company
“with financial advisory and management consulting seslVié@lowing the completion of
the IPO and SPO, and thus was “entitled to receive iiegading financial advisory fees,”
from the Company. The IPO Prospectus also state€&R Fund V was the only
shareholder that had the right to initiate a public afteby itself. Following the IPO, the
Company was considered a “controlled company” under applidéieYork Stock

Exchange governance requirements because CD&R Fund ¥R&R Fund VI continued,
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in the aggregate, to own a majority of the Company’stantling voting stock. CD&R Fund
V also had the right to designate all but one of thenbess of the Company’s board of
directors, and was entitled to consult with the Compaitly respect to the Company’s
operations at any time, to have observers attend meetiigs Company’s Board of
Directors and those of certain of the Company’s sudnsés$, and to receive all of the
Company’s quarterly and annual financial reports and budgetslbas other documents.

92. As stated in the Company’s SPO Prospectus dated June 10, 28R, C
Fund V and CD&R Fund VI owned 39.32% and 16.34% of the Companyssanding
common stock, respectively, and following the SPO, tidihgs of CD&R Fund V and
CD&R Fund VI were reduced to 23.34% and 9.70% of the Companyssamding common
stock, respectively. According to the SPO Prospectusrasult, CD&R Fund V and CD&R
Fund VI “will continue to exercise significant influenoger matters requiring stockholder
approval, and over the Company’s policy and affairs.dthitemn, CD&R, which manages
CD&R Fund V and CD&R Fund VI will continue to provide ther@pany with financial
advisory and management consulting services following theplation of the SPO and it
will be entitled to receive fees, including financial advy fees, in the future.”

93. The general partner of CD&R Fund V is CD&R Associatdsiited
Partnership (“CD&R Associates V”), a Cayman Islancgsnepted limited partnership, which
has three general partners. The managing general paff@B&R Associates V is CD&R
Investment Associates Il, Inc. (“CD&R Investment Asiates 11”), a Cayman Islands
exempted company. Under the partnership agreement of Cx&Bchates V, all
management authority, other than with respect to trendment of the partnership
agreement, is vested in CD&R Investment Associateshe general partner of CD&R Fund

VI is CD&R Associates VI Limited Partnership (“CD&R #aciates VI7), a Cayman Islands
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exempted limited partnership, which has a general partb&&Rdnvestment Associates VI,
Inc. (“CD&R Investment Associates VI”), a Cayman igla exempted company. According
to the Prospectuses, through this structure, DefendantsRarpk Schnall “may be deemed
to share beneficial ownership of the shares owned ofddry CD&R Fund V by virtue of
their status as stockholders of CD&R Investment Assexil, the managing general partner
of CD&R Associates V, and by CD&R Fund VI by virtue o¢ithstatus as stockholders of
CDé&R Investment Associates VI, the general partn€ZD&R Associates VI.”

4, PwC'’s Active Participation in the Fraud

94.  As detailed above in 129, Defendant PwC is a certified pabkounting firm
with offices located nationwide. PwC has served &/8Is outside auditor since the time
the Company went public in 2003. According to SIRVA’s ProxyCRsarned $4,118,300 in
fees for serving as the Company’s auditor in 2003, in additich770,000 in fees for tax
related services. PwC also performed a host of additgarvices for SIRVA, such as
conducting benchmark surveys and specialized consultingdditica, PwC served as
SIRVA's actuary until May 2005, providing actuarial analyki®tugh December 31, 2004.
As actuary, PwC performed an actuarial analysis ofndgaayments and expected claim
costs to establish reserve rates used to set SIRV#Usance loss reserves in the Company’s
financial statements. PwC’s role as SIRVA'’s actuarsignificant since it ties directly to
Defendants’ fraudulent under reserving at TransGuard.

95. PwC purported to audit SIRVA'’s financial statements fecdl years 2000
through 2003 in accordance with Generally Accepted Audittagdards (“GAAS”) and
issued materially false and misleading unqualified audit opsibat those financial

statements were prepared in accordance with GAAP. tidddlly, PwC consented to the
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use of its unqualified opinion letters in SIRVA'’s Classi®é Form 10-Ks filed by the
Company with the SEC and otherwise disseminated to thetinggublic.

96. As aresult of PwC'’s knowing and/or reckless conduct artitipation in
PwC'’s fraudulent scheme, PwC is jointly and severéallyli¢ with the SIRVA Defendants to
Lead Plaintiff and other members of the Class. PwC kheawits audit reports were being
relied upon by investors, yet failed to comply with GAASha issuance of its false and
misleading audit reports.

VIl. DEFENDANTS’ LIES AND OMISSIONS

A. Defendants Know, But Hide From Investors, the Problems Europe

97. Former employees and executives of SIRVA have confirthat
management knew of serious problems in SIRVA’s Europeanafipes throughout the
Class Period, and even months prior to the IPO. Thé&sesses hail from all levels of
SIRVA, and are located in both the United States and@eurd he following account is
based on first hand testimony provided by these formeragmps and high-level European
executives.

98. According to a Former Senior European Finance Execwtive,served in
that role during the Class Period, SIRVA senior managenreluding Kelley and Ryan,
knew about the problems with SIRVA’s European operatbihsast twelve months prior to
the IPO. Indeed, he personally explained the problems to theiBxes on at least three
separate occasions, each of which is described in tetail?

1. Defendants Demand an Impossible European Budget

99. The Former Senior European Finance Executive explaineddhatime

before October 2003, Jim Rogers and Brian Kelley set a bimg8tRVA’'s European

3 All confidential witnesses are referred to in the endise gender in order to protect their
identity.
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operations. In that budget, the European operations wpeeted to bring in $37 million in
net income (also known as net profit). After settinglhdget, the executives set a meeting
in Europe to discuss it. But the Former Senior Europ@amce Executive already knew
from the moment he first saw the expected profitd, ttt@European operations would never
be able to attain such a number, and that it wouldnit &eeclose.

2. Defendants Informed at the October 2003 UK Centre Meeting

100. It was easy to find a meeting place, as a few montbs, BIRVA had
established a headquarters for its European operationstonMiynes, the United
Kingdom. The location, which was opened in June 2003, was kadwn as “a Centre of
Excellence,” and was to serve as a “central poinalidéuropean operations” (the “Centre”).

101. So, as the Former Senior European Finance Executive mep|&&IRVA
executives traveled to the United Kingdom in October 2003 toahaldeting at the Centre.
The meeting was attended by SIRVA CEO Brian Kelley,\ARCFO Joan Ryan, European
Operations Managing Director Mike Kingston, and the For&erior European Finance
Executive himself.

102. At the meeting, the two European executives told CECeleahd CFO Ryan
that the $37 million was simply unattainable. They aixm@d the downward trend in profits
and the history of the budget misses, pointing out to theirthe budget for 2003 had been
approximately $28.5 million, but European Operations had ohisgy about $7 million,
posting only $21 in profits. And the year before thatidget had been about $26.5
million, but they had missed it by $3.5 million, posting d®®8 million in profits in 2002.

103. The Former Senior European Finance Executive then toldyKahd Ryan

point blank that the European operations were experiedeiolgning demand, revenue
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shortfalls, an inability to further cut costs, and arbility of acquisitions to perform up to
expectations, and that these were all reasons fdguhgpean Operations’ serious problems.

3. Defendants Informed during the November 2003 Conference Call

104. Defendants Kelley and Ryan returned home, and shodtgdlter, in
November 2003, they held another meeting with the FormeioBEuropean Finance
Executive. The meeting was by telephone conferenteacal the call included Kelley,

Ryan, and Chairman Jim Rogers.

105. The European executives’ explanation of the problentseaEtropean
operations at the last meeting had apparently made anssigomeon management, as Rogers
told the Former Senior European Finance Executive thaqected profits for 2004 had
been lowered from $37 million to $31.4 million, a nearly 1&8bp.

4. Defendants Informed at the December 2003 Royal Chelsea Meetin

106. The next meeting Defendants scheduled to discuss the Baroperations
was held on December 12, 2003. The Former Senior EuropeaamcEiExecutive explained
that it was on this day that the SIRVA Board of Diogstwas to meet at the Royal Hospital
Chelsea in London, as Board member General Sir JerBlaekenzie (who joined the
SIRVA Board on July 7, 2003) is the Governor of that ingtin and was apparently able to
secure meeting facilities there.

107. Before the Board meeting, the executives held their meeting. In addition
to the Former Senior European Finance Executive, thangegas attended by Kelley,
Ryan, Kingston, and the newly arrived President of SIRMAUropean & Asia Pacific
Operations, David Nicol. The Former Senior European Fen&xecutive and Kingston
updated Nicol on the budget, aaghin discussed the problems facing the European

operations.
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5. Defendants Informed by January 2004 PowerPoint and Email

108. The Former Senior European Finance Executive confirmedyhaid-
January 2004 it was clear that European Operations wouldew®tittheir monthly targeted
goals, and that the mid-January results were “significdess” than the budgeted figure. As
a result, the Former Senior European Finance Executbraigad a six-page PowerPoint
presentation to Kelley and Ryan showing them “moreylikdtat the numbers were going to
be.” He also emailed updated budget numbers to Kelley),Ryal Head of Financial
Planning and Analysis John Springer.

6. Defendants Informed at the Leadership Summit

109. About a month later, in February 2004, (less than thimatms after the IPO,
but before the SPO), both the Former Senior Europeanée Executive and the Former
SIRVA Relocation Business Development Executive (dufiegGlass Period) separately
revealed that SIRVA management held a large meetingdctile “SIRVA 2004 Leadership
Summit” at the Doral Golf Resort & Spa in Miami, Ftta.

110. The Former SIRVA Relocation Business Development &bee said that he
“got a big invite by the President” to attend the February 200dn8t) which also included
“all senior level management,” as well as the Boamicdctors. Specifically, he recalled
Defendants Jim Rogers, Brian Kelley, and Joan Ryana@ed, as well as Stephan Branch,
Acting CFO Ron Milewski and Senior Vice President amth&al Counsel Ralph Ford. He
also recalled that CD&R principal Richard Schnall atteihdecause a friend and colleague
had played golf with Schnall. The Former SIRVA Inteior@al Division Executive also
confirmed that Schnall was there, as well as board me@d¢ Stocker.

111. The Summit lasted three days and three nights — arrivirgMonday

evening and leaving on a Thursday. The Former SIRVA ReadocBusiness Development
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Executive said that the Summit consisted of one larggingeeach day. “It was a full day of
meetings on the first day, with Power Points and ekerg. It was kind of a state of the
union address.” Attendees were all given a leathergdortb take notes.

112. The Former SIRVA International Division Executivenfiomed this, saying
“in the mornings, we had formal sessions. The leadeac business unit presented the
results from the prior year and the expectations ®ngxt year. Rogers and Kelley then
would give their overview.”

113. As explained by the Former SIRVA Relocation Businesgelzpment
Executive, during the first meeting, both Brian Kelleg @m Rogers singled out leadership
from the European Operations as “weighing down” SIRVA moflelley was actually
“pointing the finger to senior leadership” of the Europ@gerations, saying they werect
profitable on this side of the house.” These executives alsoudsed the European
operations were losing money” and said that “the numbers lousy andturope was
bringing the Company down.”

114. The Former SIRVA Relocation Business Development &b reported
that the second day everyone played golf, and at nighCdmpany had its annual awards
presentation. The Former SIRVA International Diusioxecutive also reported that
following the formal morning session, the attendees Wegeto go play golf, and the
evenings were “networking” opportunities, with dinner andldi

115. At some point during these activities, the Former Sdhiwopean Finance
Executive met personally with SIRVA CFO Ryan. He agaiormed Ryan that the 2004
numbers provided for the European Operations were unattaindblalso told her that he

did not think she had paid heed to his prior warnings about Europe.
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116. A Former SIRVA Controller in Europe corroborated timseting, saying that
the Former Senior European Finance Executive participat@aneeting with Defendant
Ryan while in the U.S. in February 2004, at which the FEor&enior European Finance
Executive expressed his differences with Ryan, to wRigdn reportedly instructed the
Former Senior European Finance Executive, “if you wabketon my team, you better
follow my directions.”

117. The Former Senior European Finance Executive said that/ASsHPresident
of European and Asia Pacific Operations, David Nicol, Wwao just been hired on January 9,
2004, was also in attendance at the Summit. Afterwaidsn they retuned to Europe, they
discussed the situation together. It wouldn’t be lond thnty knew Europe’s results for the
first quarter of 2004.

7. Kelley Goes Ballistic

118. When Kelley got the report from Europe showing that they missed their
profit target for the first quarter of 2004 by about $1,000,0083806 of the amount it was
expected to obtain, the Former Senior European FinaxesuBve said that Kelley went
“ape-shit” and “ballistic.” Rogers and Kelley phoned &g, and told Nicol to “come to
New York and explain the numbers.”

119. At the meeting, which according to the Former Seniopgean Finance
Executive took place at CD&R headquarters in New York soreeitintate March or early
April 2004, Rogers and Kelley were visibly upset. But, accgrtlh the Former Senior
European Finance Executive, Nicol (who had only been wiRValfor three months) could
not understand how Kelley and Rogers were so upset Himuatiss, since the Former Senior

European Finance Executive had been telling Kelley and Régerenths that the numbers
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were unattainable because of the problems the Europeantiopeiad long been
experiencing.

8. European Management Resigns

120. Not long afterward, in April 2004, Nicols decided to resigngaisition. A
Former SIRVA International Division Executive also domed that Nicol informed Kelley
and the Board of Directors of the bad results forEhmpean Operations in April 2004, and
shortly thereafter, “Nicol suddenly was no longer indasition.” In addition, about one or
two months after that, the Former Senior European Finareeutive also decided to resign.

9. Other High Level SIRVA Employees Confirm Management Knew of
the Problems in Europe

121. Itis not just the Former Senior European Finance Exexand the Former
SIRVA Relocation Business Development Executive wheaehiavealed Defendants were
given detailed knowledge about the problems in Europe. dinaedtiple other Former
employees have confirmed the fact that there wereuseproblems in Europe, and that
Defendants were well aware of it.

10. Defendants Were Informed in Other Meetings and Conferene Calls

122. For example, a Former TransGuard Finance Executivetegpthat SIRVA
held a Monthly Operations Review Meeting on the thirdoorth Wednesday of each Month
in the Company Board Room in Westmont, lllinois. Ddfamts Kelley and Ryan attended
the meeting, as well as those who reported directilgdon. The President of each SIRVA
Division attended and they could bring financial support stahe meetings. The meetings
generally began at 7:00 a.m. and lasted the whole day.

123. During the Monthly Operational Review Meetings, particisamtviewed
“pared down” versions of financials. SIRVA European Openatiovere always
struggling,” according to the Former TransGuard Finance Execulihe participants would
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spend at least an hour discussing European Operationgashdscussion of the Network
Services Division usually lasted no more than ten minutes

124. According to a Former SIRVA Corporate Finance Directiog “finance
chief’ for each European operation participated in a hipmionference call with SIRVA
Controller Denny (Dennis) Thompson. These conferende toalk place a couple of days
after the beginning of each month or a “few days dafterclose of books.” A Former
SIRVA Controller in Europe reported that during monthly filahmeetings SIRVA
European Operations “always had losses.”

125. The Former SIRVA Global Business Development Execugperted that he
participated in sales calls involving European Operations/évsursday morning, between
9a.m. and 11 a.m. EST. Executive participants in thenchided Brian Kelley, Stephan
Branch, and Tim Callahan. He confirmed that it wasl&ly known” even before the
SIRVA IPO that there were “problems in Europe.” Aslplained it, “it was always a joke
that people just rolled their eyes.”

11. Other SIRVA Insiders Confirm The Serious Problems in Eirope

126. According to a Former SIRVA International Pricing Spést, it was “pretty
well known” prior to and during the Class Period thatitivernational operations “were in a
slump.” “They were always bringing in emails and figurlesveing we weren’t meeting our
numbers.” “We always had the feeling we were going tored fiecause the numbers were
so bad,” said the Former SIRVA International Pricing Sest.

127. In mid 2003, SIRVA promoted Executive Stephen Branch to Viesiéent
of Marketing and provided him with a staff to market SIRVé&&pean Operations,

according to the Former Senior European Finance Executioeiever, Branch was unable
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to bring in any new business, according to the Former SEnimpean Finance Executive, a
fact that was regularly discussed in commentary to thetimy numbers.

128. A Former SIRVA Relocation Market Research Manager W contact with
the European operations also confirmed that the SIRAl@sdorce in Europe was “in
constant turmoil,” and Branch went back and forth betw&grope and the U.S. repeatedly.
He added that in Europe “it was a revolving door in salesiar@he was meeting their
qguotas.” In addition, the sales force in place was hooking any revenue or prospects into
the system.”

129. A Former SIRVA Sales Manager also confirmed that he kneviarch 2004
that “the Company was losing money in TransGuard and Etrope.

130. The Former SIRVA International Division Executiveeinthrough
conversations with SIRVA executives that the European@peas of SIRVA were not
going to meet earnings as early as April 2004. Furtheedbas his conversations with
Moving Services President Mike Fergus and CFO of Moving Ses\i#teve Cumbow, the
witness was “led to believe Europe was in trouble lorigrbehe third quarter of 2004.”
Finally, the witness recalled that Mike Kingston and Kdickford “complained a lot about
revenues being down.”

B. Defendants Know but Hide from Investors, or Are SevereReckless in Not
Knowing, that TransGuard is Under-Reserved

1. Defendants Fail to Adjust Insurance Loss Reserves

131.01. Europe wasn't the only area in which Defendastiedsfraudulent
statements and withheld material information from invesstd hey also lied with respect to
their insurance reserves. By purposefully underacgr8IRVA's insurance reserves — or in
other words, not sufficiently accumulating and setting asgideey to offset potential

liability — Defendants were able to overstate SIRVA'seays in publicly disseminated

40



documents throughout the Class Period, because money s¥tfuald have been set aside to
cover insurance expenses was instead reported as revemarttficially boosting earnings.
In addition, even if Defendants claim they did not krafweertain insurance reserve false
statements and omissions, then as shown belowwtieyseverely reckless in not knowing
that such statements were false and that such infanmagas being omitted.

2. The Confidential Sources

131.02. Multiple witnesses have stepped forward to revealdmawledge about
SIRVA's serious and systemic under-reserving of its inmeaeserves. Each of these
sources is a former SIRVA employee who worked diresttin SIRVA'’s insurance products
and SIRVA's insurance reserves during at least some, dlhaif the Class Period, and
therefore is in a unique position to know numerous dedtilsrwise unavailable to outsiders,
including investors and analysts. This section detailgéleriptive title of each of these
sources, their job duties, their time of employmend, @siditional detail showing how they
had access to such information.

a. The Former TransGuard General Accounting Manager

131.03. The Confidential Source identified as the FormersGaard General
Accounting Manager was employed by SIRVA in its TransGuavesion. He served in this
position from approximately December 2003 until December 2004.withess described
his position generally as being a SIRVA “corporate” empéyas opposed to a TransGuard
employee. His responsibilities as a general accountimages for TransGuard included
ensuring that TransGuard’s financial obligations wereltimet and recorded.

131.04. The Former TransGuard General Accounting Manager aaidllied
Van Lines (“Allied”) and North American Van Lines (“N&”) were insured for Bodily

Injury and Property Damage (“BIPD”) for $10 million. Tfiest $500,000 of insurance was
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“self insured” by the agents, and TransGuard Insurance providatekt $1,000,000 in
BIPD insurance. An entity named Protective Insurancepg@omgn which is owned by
Baldwin Lyons, provided the remaining $8,500,000 of BIPD insurécehe Allied and
NaVL agents. In other words, Protective Insurance Compeoided insurance for liability
ranging from $1,500,000 up to $10,000,000.

131.05. He explained that TransGuard “administered” the furtdhb fund was
“more SIRVA corporate,” meaning that SIRVA corporate optdhe fund. The premiums
SIRVA paid to Protective Insurance Company were based aevkeues of the Allied and
NaVL agents. “They charged premiums based on haulingiuege’ He also said that the
premium equaled roughly .039 cents for $100 of hauling revenue gemhésathe agents.
“It worked out that we paid premiums to Baldwin Lyons bédat $400,000 to $500,000 per
month,” and he described the premiums paid as a “zerodeafand,” meaning that as part
of the insurance agreement with Protective Insurancep@ow if “claims did not
materialize, Baldwin Lyons would issue us a credit’edryend. He alternatively described
this premium credit as a “refund on premiums.”

131.06. As far back as the beginning of 2003 and during his entriewnent
with SIRVA, the Company booked the projected year-enchteés a receivable on a
monthly basis. He said that the corresponding journay émt the refund was to reduce
either Cost of Goods Sold or other general expensesramtnly basis. He was also
responsible for booking the potential premium refund &saivable in the general ledger
and also reducing either Cost of Goods Sold or general sepdry a corresponding amount.

131.07. He also recalled generally that there was a ‘indores accident” at the
end of 2002, so no refund was forthcoming, apparently for 2003 or Régardless,

SIRVA continued to book the receivable and corresponeipgnse in the general ledger
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throughout 2003 and early 2004. He said that after the FArmaasGuard Vice President of
Finance left TransGuard employment in April 2004, the Téaresd General Accounting
Manager brought the BIPD Fund receivable to the atteofitime newly appointed Vice
President of Finance Julee Gard. Nevertheless, thg&uwy didn’t stop booking the BIPD
refund as a receivable until September 2004. “It wddistéd as a receivable.” He said
SIRVA eventually had to write-off approximately $1,400,000 afrstated receivables
which had resulted directly from the improper booking ef BhDP refund as a receivable.
131.08. The Former TransGuard General Accounting Managereaisaled that
the NAIT cash account was “off by $4 million to $5 mitifoat the time Julee Gard began
working for SIRVA in approximately April 2004. He said he beéd the bank accounts
“had not been reconciled since they [NAIT] were acglireApril 2002.” As one of her
first duties, Gard was intent on moving the NAIT accayqtdepartment from Kansas City to
Westmont. When Gard went to the Kansas City offibe,“got all the records going back to
April 2002.” “She was going to try to recreate the agingess. We had 10 to 12 temps
working in the basement for months, to re-book billing’hey were still doing it” when he
left SIRVA employment in December 2004. “They are gompdve to take a charge of
about $5 million because the receivables were off by e®utillion when | left.” He said
that the receivables were overstated “across thelljoar

b. The Former NAIT Occupational Accident Claims Supervisor

131.09. The Confidential Source identified as the Former NA&Ims Supervisor
in the First Consolidated Amended Complaint is now nspeifically identified as the
Former NAIT Occupational Accident Claims Supervisor. sSdeved in the NAIT Division of
TransGuard in Kansas City, Missouri from September 200#thentihose to resign from the

Company in late January 2005. During his tenure with TransiGarat SIRVA, he reported
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to Claims Manager Dave Logan. He said that Logansaveboth the Occupational
Accident Department and the NAIT Workers Compensatigpatenent, and reported to
Vice President of Claims Mike Keeling.

131.10. He said that the Occupational Accident Departmenfblf Konsisted of
three adjusters, two clerical support personnel, andapervisor (himself). He estimated
that each adjuster within the Occupational Accident Depant handled an average of 200
files at a time. He also recalled that one of tkeical support personnel had approximately
300 files in process when he left NAIT employment. Melaned that claims submitted to
NAIT were not immediately assigned to an adjuster afitthe necessary documentation
had been received. Necessary documentation included wagaanibn, dispatch reports
and medical files. “Until the documentation cametl, claims were stuck in the hopper,”
he said.

C. The Former SIRVA Vice President of Pricing and Contracts

131.11. The Confidential Source identified as the Former 8IRxecutive of
Pricing in the First Consolidated Amended Complainbi more specifically identified as
the Former SIRVA Vice President of Pricing and Contra¢tie served the North America
Van Lines Division of SIRVA from June 1, 2003 until heigegd on January 8, 2004. He
referred to the division in which he worked as “SpecidliZeansportation,” which he
described as the “old Nav[a]l Fleet,” referring to Notinerican Van Lines. He reported to
President of Specialized Transportation Division John Puand said that Dupuy reported
directly to Defendant CEO Brian Kelley.

131.12.  His position put him in the important role of running pgaontracts for
the Specialized Transportation Division. He basedmgieind costing on “cost models and

tariffs.” The Division was “constantly losing moneyéginning at least one year prior to his
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employment with SIRVA and continuing through when hetledt Company. He said the
Division was purchased by some “larger agents,” and éarmtist became profitable. He said
that agents are SIRVA “internal clients” that he distd as local moving and storage
companies. These agents brought in customers to the ®jsindsSIRVA provided
contracts, pricing, insurance and management for the lsgsifidhe agents did the “final
mile.” In other words, he said, SIRVA picked up materialse moved, moved the materials
to the city of final destination and stored the materidlse Agents then picked up the
materials from storage, and moved the materials tona¢destination.

d. The Former TransGuard Supervisor of Insurance Accounting

131.13. The Confidential Source identified as the FormersGaard Supervisor
of Insurance Accounting served in the accounting departfoetite TransGuard Division of
SIRVA from March 1999 until he left the Company in Octob803. He began his tenure
with TransGuard as Staff Accountant for the TransGuamde@l Agency, and was later
promoted to Financial Analyst and finally, prior to the B@nard acquisition of NAIT in
April 2002, he was again promoted to Supervisor of Insurance AtingurAs Supervisor of
Insurance Accounting, he was responsible for reviewingalhal entries made on the
“agency-side,” and as described further below, was irebin the NAIT due diligence.

131.14. The Former TransGuard Supervisor of Insurance Accouargpgred an
“internal report on a monthly basis” that basicalbydvided the entire financial package” to
TransGuard President Larry Writt, Vice President Daindy, Vice President Susan
Richardson, and CFO Defendant Joan Ryan. He describeepibit as an “internal
measuring stick,” comparing month-to-date and year-to{tlatebers against prior periods.
He also said that before SIRVA went public, the Compapypnted internal financial results

on a monthly basis.
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e. The Former NAIT Workers Compensation Claims Manager

131.15. The Confidential Source identified as the Former NA&Iims Manager
in the First Consolidated Amended Complaint is now nspegifically identified in this
section as the Former NAIT Workers Compensation Cléfasager. In addition to this
position, he also served TransGuard in a variety of gibsitions from 1989 until February
2005. For ten years or more, he worked as a Claims MafageransGuard. He reported
to the position of TransGuard Vice President of Claintg) Bmith. He revealed that prior to
2002, TransGuard operated its claims departments out dfehecompany headquarters in
Naperville, where it wrote and administered Occupatiomaident, Occupational Comp.,
and Physical Damage insurance policies.

131.16.  Prior to SIRVA's acquisition of NAIT in April 2002¢ Iserved as
Occupational Accident Claims Manager. After the actjaisi he began working as the
Worker Compensation Claims Manager. He said thdtesatime of his departure from the
Company in February 2005, SIRVA was in the process ofrgasie Kansas City claims
department in its entirety. He also said that Cld#asager Dave Logan oversaw the
Kansas City, Missouri claims office. Logan reporteth position of Vice President of
Claims Don Smith, and later Mike Keeling. The Formé&lTNWorkers Compensation
Claims Manager says he left the Company about 15 mofténdlze IPO because he was
“feeling like the Company didn’t care about the quality"nauch as he did. When asked to
clarify “Company,” he said he was referring to SIRVA “uppsnagement and up.”

f. The Former TransGuard Vice President of Finance

131.17. The Confidential Source identified as the FormersGaard Finance
Executive in the First Consolidated Amended Complainbig more specifically identified

in this section as the Former TransGuard Vice Presafdfinance. He served TransGuard
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from October 30, 1995 until he left the Company on April 19, 2084 started as a
Supervisor for TransGuard, and worked his way up to Vicademisof Finance. Prior to the
IPO, his responsibilities were within the TransGuard $don. After the IPO, he served as
Vice President of Finance for the Network Services nisand reported directly to CFO
Defendant Joan Ryan. He also said he had [organizatbag] “dotted-line” reporting
responsibility to President of Network Services LarmtiV/

131.18. The Former TransGuard Vice President of Financdsadt on a
Committee that reviewed insurance claims to set reseinéally, the Committee reviewed
only claims of more than $25,000. However, the Commitigsed the minimum claim level
that required Committee review to $50,000 sometime late in 2008lefinitely after the
Company IPO. “It got to the point that there were sayr@daims at or about the $25,000
mark,” that the Committee raised the review floor toyathims with a potential reserve of
$50,000 or more. Vice President of Claims Don Smiittigested the increase in level of
claim to be reviewed, and Writt approved the increase.

131.19. He said that the Reserves Review Committee mibedhird Thursday of
each month, at 9:00 a.m. in “any available conferencent@m the first floor of the SIRVA
Westmont facility. Don Smith was in charge of settihe location for the meeting. In
addition to the Former TransGuard Vice President ofrfi@aCommittee members included
Smith, SVP of Operations Marshall Felbrein, Direa@btnderwriting for Moving Services
Division Susan Richardson, President of NAIT Don Briddike Keeling (who replaced
Smith as VP of Claims in approximately February 2004),Gutley and Writt. Claims
Managers also attended Committee Meetings and “told usalims reserves should be set
at.” The meetings lasted roughly one to two hours, depgrai how many claims were

reviewed. Typically, the Committee reviewed 20 claimsrpenth.

a7



131.20. The Former TransGuard Vice President of Financesaildahat on the
third or fourth Wednesday of each month, SIRVA top akees met in the Company Board
Room in Westmont for a Monthly Operational Review Nieget Defendant/CEO Brian
Kelley and his “direct reports” attended this meeting.nJgan “absolutely” attended this
meeting as well. In addition, the President of ea¢tVa\ Division attended. The Division
Presidents could bring “financial support” staff to the nmgstas well, if their presence was
required. The Former TransGuard Vice President of Feaai he personally attended a
few of the Monthly Operational Review Meetings, whichgally started at 7:00 a.m. and
lasted the entire day. During the course of the megtegicipants reviewed “pared down
versions of financials.” Larry Writt would do a presdiata at the meetings related to the
Network Services Division.

131.21. The Former TransGuard Vice President of FinancelsaiGIRVA
developed its loss reserves internally “if we had enodigluoown data.” However, “if we
had good solid data, we use our own. If we didn’'t haweigin data, we used industry
standards or we went to PwC for their thoughts.” Intamidihe explained that TransGuard
previously served almost as a broker for workers compensasurance. “There are two
categories of insurance — Direct and Assumed. Direché&n you write the insurance
yourself. Assumed is when there is a different undewhat goes out and seeks other
insurance companies to assume some of the risk.” Fsirah@003, TransGuard provided
workers compensation on an “assumed basis.” Trans@saued workers compensation
policies from Clarendon National Insurance Company (&2idon”). In late 2003,
TransGuard started its own Direct Workers Compensatisiméss line. Because
TransGuard had no historical data to accurately set aRatss for workers compensation

policies, “we set our reserves at their [Clarendonadvat] level.”
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131.22. The Former TransGuard Vice President of Finance pdoadtitional
information regarding the relationship between ClarerafuhTransGuard Insurance.
TransGuard partnered with Clarendon immediately followigSIRVA acquisition of
NAIT in April 2002. From April 2002 through January 1, 2003, onlyKla@sas City office
offered Clarendon-written policies. During this eight-tioperiod, the Westmont office
issued Fireman’s Fund worker compensation insurance.

131. 23. “Clarendon was asking a lot of questions,” and tielfrhad a problem
with the processes employed by TransGuard and NAIT goickydmfar as 2003. The
problem arose because of the NAIT “pre-processor,” wivi$ supposed to “accept
downloads from our system, and electronically send thenrafbon to Clarendon.” But the
FronTier software system had so many problems thaultiaot send the information
electronically to Clarendon. Indeed, NAIT Accounting Mger Heather Bennet manually
put together an Excel spreadsheet showing every singl€ iérker comp policy, the
effective dates, premiums, name of insured, addresswenhsannual policy amount and
annual premium amount. The worksheet also showed premsiamed and premiums un-
earned. He further explained that Premiums Earned cedselated by total premium
amount divided by 365 and multiplied by the number of days theygwad been in effect.
He provided an example of an annual policy of $12,000, sayfirypuiwanted to know
premiums earned at the end of January, the formula weu#12,000/365)x31.”

131.24. Clarendon was “suspect of the premium numbers” betteisambers
were not being generated automatically from FronTigt jrfistead were being calculated by
Bennett’'s manual entries into an Excel spreadshegta result, the Former TransGuard Vice
President of Finance participated directly in “PremiueviBws” in the final days of

December 2003. The “Premium Review” lasted three daysaldgerecalled specifically
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working on the “Premium Review” on New Year’s Eve, Baber 31, 2003. “Clarendon
gave us only three days” because Clarendon had beengrotess of wrapping up their
year-end books. Clarendon also “had some questions amoptemiums, and Larry [Writt]
sent” them to me. So, “I basically pulled severalged and did a data dump into our old
Co-Star system to ensure the accuracy of the numbldessaid “beyond a doubt” that Ryan
was aware of his participation in the “Premium Revieant therefore Ryan should have
known of the problems Clarendon had with the TransGuardipnesn In addition, the
Former TransGuard Vice President of Finance knows thegmmshlvith Clarendon
continued even after he left TransGuard employmentuseca SIRVA Accounting Manager
called him to seek his help on how to conduct the Claretféi@amium Review.”

131.25.  Also, according to the Former TransGuard Vice Prasad&mance,
every month TransGuard Director of Financial Planning aralyais Holli McCardle
prepared a Monthly Financial Package. The Monthly FinbRaiekage was distributed to
Joan Ryan, Brian Kelley, Larry Writt, TransGuard SeMa&e President Marshall Felbein,
as well as the Former TransGuard Vice President of Egmafhe “individual business line”
Vice Presidents (Moving and Storage Vice President Susdrafison, NAIT Vice
President Dan Briody and General Freight Vice PresidienGulley) received a “scaled
down” version, which contained “just their piece” o thusiness.

131.26. The Monthly Financial Reports were distributed to eatiese
individuals by the third week of each month, since at dastime of the Company IPO.
The Monthly Financial Report was distributed in paper lcap/ to each of the recipients,
were broken down by business line, and again broken dowrfivkar between premiums

written and losses incurred. Further, the Monthly FireriReport showed actual premiums
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versus budget, actual premiums versus prior year and rm1oldte premiums sales figures.
This analysis was completed for both premiums and Idesesch line of business.

131.27. The Former TransGuard Vice President of Financeewsastly deposed
by the United States Securities & Exchange Commissieonnection with its formal
investigation into the Company (as further described ingPapa 340 below). His attorney,
who defended him at the deposition, confirmed that the ieeati® line of inquiry included
numerous questions with respect to SIRVA'’s insuranceveserHis attorney also indicated
that his client would no longer be able to provide infdromato Lead Counsel in this action
without a subpoena.

g. The Former TransGuard Manager of Underwriting

131.28. The Confidential Source identified as the FormersGaard Manager of
Underwriting served TransGuard from 2002 to 2005. In his post®oversaw selection,
pricing, and profitability, and was responsible for audit& also developed and
implemented a formal training program based on audit findihg$is position, he led the
Company in establishing processes/testing, and implemertargyes with regard to
Sarbanes Oxley, and handled all escalated customeresasies, annual performance
reviews for his direct reports, budgets, and payroll. ddify responsibilities also included
marketing TransGuard’s product lines to attract prospecgiga@es, as well as negotiating
contracts, commissions, and contingency plans. He reptrt@irector of Underwriting
Susan Richardson.

131.29. Based on his position and direct observations aitmedf TransGuard
Manager of Underwriting said that he “absolutely kneln® Company was under-reserved
for insurance long before the Company announced publislguld take a charge to

insurance reserves. He said he knows that becausashewelved in a number of
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“underlying conversations” involving the fact that Transféuaas under-reserved for its
insurance business. For example, he recalled a speeiéitng in “mid 2003” in a Company
conference in which the meeting participants were tolel have a $15 million oops.” He
said that the meeting included Vice President of ClaimeMieeling, TransGuard Vice
President Jim Gulley, Director of Underwriting RichamdsTransGuard President Larry
Writt, and possibly others. During the meeting, the pigdints discussed the fact that
“reserves are going to be way off.” The participanta tiscussed “sliding the short fall”
into the General Freight business line, which the Companid later sell and hide the
missing reserves. “Within 45 to 60 days” after the mee&tBVA had sold the General
Freight business line.

h. The Former SIRVA Director of Corporate Reporting

131.30. The Confidential Source identified as the Former 8IRWector of
Corporate Reporting served SIRVA from December 2004 umtigfh the Company on
September 30, 2005. He described his job responsibilitiesSSNRWA as “basically drafting
the most of the 10-K for 2005.” In the process of prepatiegCompany 2005 Form 10-K,
he was responsible for several “due diligence items,tiwincluded personally interviewing
several TransGuard employees regarding the Company’s iosur@serve manipulations.
He revealed that when the final report from the Compaingésnal investigation came out,
the report was “so damning that the Company’s internahsel resigned 30 days later.”
Commenting further on the report, he said “I can’t velithey sent that report in an email —
it's a roadmap for an indictment.” He also confirmedttthere was a “scheme to conduct
the secondary offering prior to revealing the problems thithinsurance reserves,” and that
he has information regarding misstatements of whagrmeetd “material” facts contained in

the secondary offering prospectus.
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3. SIRVA's Insurance Business

132. SIRVA's Network Services Division consists of taubsidiaries,
TransGuard and NAIT.

a. TransGuard

133. SIRVA acquired TransGuard in 1999. TransGuard is a wieigsaeral
property and casualty insurance agency with multi-staigibns serving independent
insurance agents that specialize in the transportateusiry. Through the local agent,
TransGuard provides a package of policies, including commeuatialliability, commercial
auto physical damage, general liability, property, cargoelarse, crime, umbrella, workers
compensation, and ancillary coverages.

133.1. The Former TransGuard Vice President of Financé ceof that
TransGuard is divided into three separate divisions: (1) Mp&i Storage; (2) NAIT; and
(3) General Freight (which he said is also referredtSraall Fleet). He said that Susan
Richardson oversaw the Moving & Storage Division, Dan drioversaw the NAIT
Division, and Jim Gulley oversaw the General Freigiidibn.

b. NAIT

133.2. SIRVA acquired NAIT (the National Association imdépendent
Truckers) in April of 2002. NAIT is an association of indegent owner/operators which
provides business support for its members, including comprekeansurance, truck
services, communication programs, personal services, arel rin exchange for annual
membership dues of $122, NAIT offers products and services sticbl @nd tire discounts,
emergency breakdown assistance, retirement progragas alesistance, calling cards and
overnight delivery. NAIT members are also offered a rafgesurance services by

TransGuard.
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135.1 According to a Former TransGuard Vice PresideRinaince, prior to and
during the Class Period, and going into the IPO, SIRVArdiwant an insurance group
reported on its own,” so the Company “wrapped other seraiesd” TransGuard and
created the Network Services Division. Therefore, SAR\VIhsurance business is part of its
Network Services division. Based on the Former Tramas Vice President of Finance’s
estimates, TransGuard accounted for roughly 50% of Netwatkc8s’ overall revenue and
80-90% of earnings.

C. TransGuard is Network Services

136. Along with some other minor interests, TransGuaddNIT are part of
SIRVA's Network Services segment. However, as SIR¥¥eals in its November 24, 2003
Prospectus, TransGuard makes up the vast majority afichene of the Network Services
Segment. SIRVA’'s November 15, 2004 10-Q also says thdaheork Services segment
“Is predominantly an insurance business.”

4, Manipulating Reserves Boosts Short Term Profits

137.1 Insurance is a highly regulated business, and as Bahate rules
requiring insurance companies to set aside premium money tdgpas when it becomes
known that it is likely a claim will be paid. The mgrthat is set aside is called “reserves”
or “loss reserves.” According to SIRVA’'s November 2803 Prospectus, reserves are
supposed to “include provisions for reported claims, o esimates, provisions for
incurred-but-not-reported claims and legal and adminigg&iosts to settle claims.” In
addition, the Prospectus also makes clear that resstweates are supposed to be “based
upon past claims experience, knowledge of claims staffadegpathe nature and potential

cost of each claim and trends, and estimates of futaim<trends.”
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138. Despite the rules, regulations, and procedures prahilstich actions,
SIRVA's executives didn’t take long to discover thatytheuld manipulate SIRVA’s
earnings upward by simply lowering (or not increasing) Trams@s reserves. And that's
exactly what they did.

5. NAIT Claims Were Under-Reserved Even Prior to the IPO

138.1. The Former NAIT Workers Compensation Claims Mansaérthat in
January or February 2002, a couple of months prior to tR¥/AShacquisition of NAIT, he
and Vice President of Claims Don Smith traveled toNA&T Kansas City headquarters to
personally conduct due diligence. Specifically, he saitthey were sent by SIRVA
management to Kansas City to review NAIT claims reserygpon their arrival, he and
Smith reviewed claims files for (1) the NAIT-writt€&ccupational Accident claims and (2)
Worker Compensation claims written by Fireman Fundshamdiled by NAIT. “We looked
at each individual claim file. | would review the filetes, and if | had questions, | would
look at the data in the file.” The types of informatiwe said they reviewed in the file
included the potential exposure of the claims and the amesatved for the claims. Upon
completion of the due diligence review, he found the N&lhims had been under-reserved.
He reported his findings to Don Smith, and he said thathSmturn reported the findings to
TransGuard President Larry Writt.

6. TransGuard’s Budget Setting Process

139.1 As they did with the European Operations, Defendattisudget goals for
TransGuard. Normally, the budget numbers requested by@aies Kelley and Ryan were
transmitted to the President of TransGuard, LarrytWnitapproximately July of a given

year for the following year’s budget, according to thenk@rTransGuard Vice President of
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Finance. For example, he said, Ryan and Kelley sér&liTransGuard 2004 budget
numbers to Writt in July 2003.

140.1. According to the Former TransGuard Vice Presidefinaince, after
receiving the budget numbers, Writt reviewed the requestedaeremiith the TransGuard
Vice President of Finance, in or around September. Gweansl’'s President and Vice
President of Finance would divide the numbers requestedgatinenhree TransGuard
business lines: Moving and Storage, General Freight and NB6F the years 2003 and
2004 specifically, TransGuard’s President and Vice Presidénhance concluded that they
would have to increase new business to meet budget expestati

141.1. Following their initial review, according to the FormesinsGuard Vice
President of Finance, TransGuard’s President and Visedere of Finance would meet with
Defendants Ryan and Kelley in September/October itdmpany board room, where
Kelley and Ryan would “beat [TransGuard’s President ace Yresident of Finance] over
the head to meet their numbers.” Indeed, the FornarsGuard Vice President of Finance
recalled specifically that for 2003 and 2004, Ryan and Kéfiayin ridiculous premium
numbers.”

142.1. According to the Former TransGuard Vice Presidefinaince, after the
meeting with Kelley and Ryan, TransGuard’s Presidentaoel President of Finance would
meet with the heads of each business division: Dardridice President for NAIT; Susan
Richardson, Vice President for Moving & Storage; and Jirte@uVice President for
Transportation Services. The final step of the budgetgss included a final budget meeting
in November or December, which the Chairman of ther@8daefendant Rogers, would

attend.
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142.2. In addition to the above-described meetings, botkhaheer TransGuard
Vice President of Finance and the Former NAIT Workemy@nsation Claims Manager
recalled that CEO Brian Kelley continued to “push” NAITc¥ President Dan Briody to
increase the NAIT numbers. In fact, the Former T&arzsd Vice President of Finance
recalled specifically that in a Monthly Operation Revigdeting in 2003 Kelley instructed
Briody to double his premium numbers in two years.

143.1. TransGuard created a “budget worksheet” in Excel, whashset up “to
get to the bottom line,” and which took existing premiums anll &ff that to meet premium
budget expectations set by Kelley and Ryan, accordirfietéa@rmer TransGuard Vice
President of Finance. The budget worksheet included médtad costs, such as 12% claims
administration, 2.5% premium tax expense, a 42% lossfoatmuto liability and a 55% loss
ratio for worker compensation, he said.

144.01.  According to the Former TransGuard Vice Presideffinahce, the
budget worksheet also set forth how much each busines$olirexample, auto liability and
worker compensation, contributed on a percentage bat$ie total amount of premiums
written by each TransGuard business center (e.g., Momadtorage, General Freight and
NAIT.). “We did see worker compensation increase withiIT. It went from 15-20% all
the way up to 40% of the monthly NAIT premiums written by €nd of 2003.” The
percentages of premiums written by business line for €entsGuard profit center were
also contained in the Monthly Financial Package distribtaeDefendants Kelley and Ryan,
among others (described below in VIII(D)).

144.02. The Former TransGuard Vice President of Finamtéhsd the initially
set TransGuard loss ratios would be appropriate if inffeaxtisGuard was booking the same

type of business. However, “if you continue to put pressurthe premium number, you get
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a different type of business,” and the loss ratio shbeladjusted accordingly. In short, he
explained, TransGuard generated more premiums from the mardmpensation business,
but did not update its loss ratio analysis to addressnitrisased workers compensation
business.

7. TransGuard Was Dangerously and Knowingly Understaffed

144.03. The Former TransGuard Vice President of Financehsditive had a
brand new CEO and CFO, and neither knew much about ourdimsjrbusiness.” Most of
the TransGuard executives, such as himself, MarshalliRgloed Larry Writt had been with
TransGuard for several years. “We knew the busineSsll, “Brian [Kelley] and Joan
[Ryan] would tell us ‘we want a total of $200,000,000, and Traas $50 million is your
share.” He explained that “we were thinking maybe $35anitio $38 million” when setting
the TransGuard 2004 budget. “We ended up settling for $42 miligaDmillion.”
However, “we could only increase revenues so much,Ftrener TransGuard Vice
President of Finance explained. So, in an effort ta tiee2004 budget requirements,
TransGuard began cutting staff, particularly claims adigsand accounting staff.

144.04. He was particularly troubled by the cutting of thd stafarly 2004
because he had participated in a meeting in the fall of 2@63®&fendants Kelley and
Ryan, among other SIRVA and TransGuard executives, innvthe pre-2004 staff cutback
levels were already considered to be insufficientiiqadarly with regard to underwriting,
claims and accounting. At this point, the Former Traras@ Vice President of Finance said
that “Joan and Brian asked [PwC]” to conduct a reviethefTransGuard business.
Basically, he said Kelley and Ryan were looking fomaalysis of staffing needs, and that
the focus of the PwC examination of TransGuard wdisitoareas the Company could

improve. Inthe course of their review, PwC met witwveral TransGuard executives,
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including himself, Dan Briody, Gene Garbaccio, Don Sraitd Larry Writt. PwC also met
with Kelley and Ryan, because PwC “wanted to know thgieetations.”

144.05. The Former TransGuard Vice President of Financaiegdlthat he
knows Kelley and Ryan knew that TransGuard was understadiealise he had traveled to
an A.M. Best Insurance rating meeting with Kelley, Ryaitt and Holli McArdle in the
fall of 2003. Following the meeting, PwC presented therigglof their TransGuard review
to Kelley, Ryan, Larry Writt, McArdle, and the FormBEransGuard Vice President of
Finance. Specifically, two PwC employees -- John Marr and John Marra -- presented
their review of TransGuard in a conference room at theritanotel at the Newark, New
Jersey airport. In addition, he said that PwC empldgssica Armor participated via
conference call because she was in California atitieworking on the MovePak
acquisition.

144.06. During the course of the meeting, PwC “focused olatheof staff”
within TransGuard, particularly in areas of claims athus, accounting and internal
actuaries. PwC “looked at the number of accounts andiypmesnand determined we were
understaffed.” The Former TransGuard Vice PresideRtr@ince recalled that the PwC
analysis also went into the 2004 budget process.

144.07. Nevertheless, “in order to meet numbers, positiore st going to be
eliminated” said the Former TransGuard Vice Presidehir@nce. Indeed, contrary to the
PwC advice in the 2003 Newark airport Marriot hotel conferefiasGuard continued to
cut workers in late 2003 and early 2004, despite the facthtbabp executives knew claims

would increase with the increasing number of premiums bheiitten, he said.
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8. The Understaffing and Under-Reserving Are Further Confimed

144.08. The Former NAIT Workers Compensation Claims Marsaydrthat in
April 2002, SIRVA acquired NAIT. In June 2002, TransGuard skfexsting claims” in
the Occupational Accident line of business to the NAITs$és City office. By December
2002, all “open claims” were sent to Kansas City andNi#geerville independent contractor
claims office closed. In early 2003, TransGuard startatthgy Worker Compensation
insurance through Clarendon. In June 2003, TransGuard operaoha @épartment in the
new Westmont headquarters.

144.09. However, the Former NAIT Workers Compensation Glaitanager said
that in order to write Worker Compensation insuranceng@aard had to first become
licensed by individual states. While this licensing process angoing in early 2003,
TransGuard partnered with Clarendon. Per the agreeraemedén TransGuard and
Clarendon, TransGuard would administer (bill, handlentdaietc.) the worker compensation
policies, which would be written on “Clarendon paper.”other words, “TransGuard
handled the claims operation.” Some of the Clarendisinbss was handled out of the
Westmont office, and some of the business was handteaf the Kansas City office. He
further explained that the Kansas City office soldq@ed to independent contractors and
small fleets, and therefore, Kansas City handled taee@don business sold into those
channels. The Westmont office sold policies to tradil employers and handled the
Clarendon business sold to those traditional employers.

144.10. The Former NAIT Workers Compensation Claims Mansajdrthat once
TransGuard partnered with Clarendon in early 2003, Clarewdsrgiven the right to audit
TransGuard'’s reserves for the Worker Compensation inseinantten on Clarendon paper.

He said that Clarendon scheduled audits for Kansas @ty six months -- April 2003,
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October 2003, and April 2004. The Clarendon auditors cante téd/estmont office only
once, in October or November 2003. “The purpose of thesawds to ensure TransGuard
was properly reserving for claims written on Clarendon pap€élarendon contracted with a
company named Altair to conduct the audit of the TransGoao#ls, who assigned an
auditor named Roger Glasgow to perform the audits of Gaaxl on behalf of Clarendon.
He also revealed that following the first Clarendon taundApril 2003, Vice President of
Claims Don Smith told him that there was “a big probierdansas City.” “They are under-
reserved and understaffed,” Smith told him. The FornfdiTNNVorkers Compensation
Claims Manager was “surprised each time | was told by ®mith about the problems that
there didn’t appear to be anything being done about it.”

144.11. The Former NAIT Workers Compensation Claims Manralgerrevealed
that PwC only reviewed the books in their entirety, evttile Clarendon auditors had “looked
at each individual claim file.” In addition, he saidibeertain the information conveyed in
the Clarendon audits was known throughout SIRVA seniorag@ament, because a “couple
of times each [Large Loss Reserve] Meeting” Dan Briwduld “try to take down [reduce]
reserves with regard to the Kansas City claims.” Heifipally recalled raising this issue
with TransGuard senior management, especially in ligtheproblems arising from the
Clarendon audits. He even recalled speaking with Kabsp®ffice Claims Manager Dave
Logan, who informed him that Briody “encouraged us to leragtic in reserving.”

144.12. He said that in June 2003, TransGuard began writingrit$\trkers
Compensation insurance, whereas it had “initially soldtker compensation coverage
through Clarendon. “We just started writing for big insuyeds “before that, Kansas City
had sold worker compensation for small fleets,” he shicearly 2004, as accounts came up

for renewal or as new business came in, TransGuard bedamite on TransGuard paper.”
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144.13. He explained that Worker Compensation insuranceaie ‘iggulated
insurance” that is usually issued to an employer. Occuyaticcident insurance, on the
other hand, is sold to independent employees he sattie base of TransGuard,
Occupational Insurance is sold to independent truck drivdisf the Occupational
Accident Claims were handled in the Kansas City,selisi office following the acquisition.
However, before he left the Company, he was working plan to start handling
Occupational Accident claims in Westmont, lllinois.

144.14.  In November 2004, he said SIRVA made the decisionge claims
operations in Kansas City, and transfer them to Weastm@ he Worker Compensation
Claims were sent over first,” and all other claimsrevsent over by November 30, 2004. He
personally reviewed approximately 25% of the Worker Compemsataims sent over from
Kansas City. For those 25% of the Worker Compensalioms alone, he estimated he “put
over $500,000” toward Worker Compensation Claims Reservesgstht if he had to raise
reserves more than $500,000 for only 25% of the claims,ittigelikely that TransGuard had
to increase reserves at least $2,000,000 for Worker Commeneslatims coming from the
Kansas City office.

9. ‘Large Loss Reserve” Meetings

145.1. TransGuard held a so-called “Large Loss Reserve”’nmgestb:00 a.m.
on the third Thursday of every month, according to theneoiTransGuard Vice President of
Finance, the Former NAIT Workers Compensation Claimsdganand the Former NAIT
Occupational Accident Claims Supervisor. The meetinghe#sin a meeting room in the
Westmont, lllinois headquarters. The meetings typidaited one to two hours, depending

on how many claims were reviewed. The meetings veel®y Vice President of Claims,
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Don Smith, until he was succeeded by Mike Keeling, whangkd the meetings to the fourth
Thursday of every month.

146.1. Attendees at the Large Loss meetings included th&viésedent of
Claims, the Vice President of Finance, the Senior YPiasident of Operations, the Director
of Underwriting for Moving Services Division, the NAIT éxident; the Vice President of
Transportation Services, the TransGuard President, ardlams Managers for each
business line.

147.1. As the name of the meetings indicates, the Llavge Reserve committee
reviewed claims with potentially large losses. Accordmthe Former TransGuard Vice
President of Finance, initially the committee reviewladhts with potential damages of
$25,000 and above. The amount of loss increased to $50,000200&and, in January
2005, the amount of loss increased to $100,000.

148.1. Prior to the Large Loss Reserve meeting, the €l&lanager for each
business line (i.e., Occupational Accident, Transport&ienvices, Moving and Storage, and
Workers Compensation) had to prepare a one-page “ReSemmittee Sheet” and submit it
to the Vice President of Claims, according to the Folk@&iT Workers Compensation
Claims Manager.

149.1. The Former NAIT Occupational Accident Claims Superataied that
he had to review the claims files for which he wapoesible and submit analysis of those
files to the Claims Manager for that business line bylfta of every month. A Claims
Manager would then review the analysis and meet with “highs.” The Former NAIT
Occupational Accident Claims Supervisor estimated thaé tlvere roughly 20-25 large loss

files in process, a large loss file being a file wittlaim over $100,000.
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150.1. The Reserve Committee Sheet prepared by each buisie€3aims
Manager contained information such as (1) the namieeofhsured, (2) the name of the
claimant, (3) the date of the accident; (4) a desonpdif the accident; and (5) a Claims
Manager assessment of where the claim was going,daicgdo the Former NAIT Workers
Compensation Claims Manager.

151.1. According to the Former NAIT Workers Compensatitaings Manager,
at the very bottom of the one-page Reserve Comn#giteet, there was a line for current
reserves and what the claim manager thought the reseeded to be for each given claim.
Below that line, there was a blank, which was to bedilh by the Vice President of Claims.
The blank was supposed to show the total amount of resecgling the current amount
reserved and the amount to be increased. This spacateatsoinally left blank prior to the
Large Loss Reserve meetings, because the entire LasgeGQommittee would have to agree
on the reserve increase prior to the Vice Preside@Gtams filling in the amount.

152.1. After the Vice President of Claims filled in théal reserves, including
the current amount to be increased, the Vice Presidéiaims signed the Reserve
Committee Sheet, according to the Former NAIT Worksmmpensation Claims Manager.
Following the Large Loss Reserve Meeting, Claims Manageteyed the revised
information from the Reserve Committee Sheet inkorédspective claims handling system —
called FronTier for Workers Compensation and Occupatidoaldent, and WINS for
Moving and Storage and Transportation Services.

10. Management Knows Reserves Are Being Manipulated Downward

153.1. According to the Former TransGuard Vice Presidefinaince, at the

meetings, NAIT Vice President Dan Briody would adgveush reserves downward.
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Sometimes, Briody even “got to the point of being angbgdw “pushing to have his
reserves lowered.”

154.1. The Former TransGuard Vice President of Financealsaled that
Defendants Kelley and Ryan knew that Briody was maatmg reserves downward because
Vice President of Claims, Don Smith, drafted very dpsge minutes of each Large Loss
Reserve meeting. These minutes, the existence of whalkd confirmed by the Former
NAIT Workers Compensation Claims Manager, “were pre#sgcriptive.”

155.1. In addition to Kelley and Ryan, the package congisfithe minutes was
also distributed to TransGuard’s President Larry Writt @each of the business unit leaders.
As the Former TransGuard Vice President of Financealed, “You could see on the sheet
and in the minutes that Briody wanted to push down therves.”

156.1. Also, according to the Former TransGuard Vice Prasidéiinance and
Former NAIT Workers Compensation Claims Manager, a packagining the minutes of
the previous meeting, along with the Claims Sheetsdsasbuted the day before the
following committee meeting to the Defendants Kellegt Ryan, the TransGuard President,
the TransGuard Vice President of Finance, and the businédsaders — the Vice President
of Moving and Storage, the Vice President of NAIT, ared\ice President of
Transportation Services. The Vice President of Claibas Smith and later Mike Keeling,
was responsible for distributing the package.

11. PwC Informs Management of Under-Reserving

157.1. As explained in 1 94, in addition to acting as SIR\&@itor, PwC also
acted as SIRVA's actuary. In that role, PwC caméramsGuard twice a year, on June 30th
and December 3% to provide a reserves analysis, according to the FoFramsGuard Vice

President of Finance.
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158.1. According to the Former TransGuard Vice PresideRinaince, the
Company provided PwC with (1) premium information, (2) p#dhts information, and (3)
current reserves. Current reserves consist of ttegodes: (1) case reserves and (2)
Incurred But Not Reported reserves (“IBNR”). Case reseware set out in the Large Loss
Reserve Committee meetings, and were claims thatk@own.” Whereas, IBNR reserves
are reserves for other claims that are out therehdte not yet been reported.

159.1. After PwC reviewed the information provided by the CompamC
would provide the Company with a reserve analysis indigatihether the Company’s
reserves were adequate, according to the Former Trars®icarPresident of Finance. The
reserve analysis report came in two bound books, whictbir@d were about four inches
thick, and it contained a three page summary, which spaltyfindicated the sufficiency of
the reserves for each business line (Cargo, Warehoaesey& Liability, Auto Liability,

Auto Physical Damage and Worker Compensation) within easindss unit (Moving and
Storage, General Freight, and NAIT).

160.1. According to the Former TransGuard Vice Presidefinaince, the PwC
reserve analysis was done twice each year -- JuneaB@tBbecember 31st. The Company
typically received PwC'’s reserve analysis report abaubnth after PwC began the analysis,
according to the Former TransGuard Vice Presidentrarieie. In other words, the
Company typically received PwC’s June 30th analysis by AugnstPwC’s December 31st
analysis by February, he said. This is further corrdbdray the Former TransGuard
Supervisor of Insurance Accounting, who also confirmetRmaC provided a 2003 year-end
audit opinion regarding the reserves, but that PwC didetdahe reserves.

161.1. The Former TransGuard Vice President of Financsdsiath certainty

that Joan Ryan received a copy of each PwC reserisasnduring the Class Period,
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including the drafts of the reserve analysis for theopgeending December 31, 2003. He said
he knows Ryan received the PwC reserve analysis beeden TransGuard received the
final version of PwC'’s reserve analysis, PwC empdgyBteve Skov and Eugene (last name
not recalled) came to the Company for a meeting to retheweserve analysis. He said that
the meeting always took place in one of the conferemaes on the first floor. The
attendees at the meeting included Defendant Ryan, timsGuard Vice President of
Finance, the Vice President for NAIT, the Vice Presider Moving and Storage, the Vice
President for Transportation Services, and the VicsidRret of Claims. TransGuard
President Larry Writt would also occasionally attendhe Pparticipants in the meeting would
review PwC'’s reserve analysis by looking at the summagg fiest, and then go through the
details.

162.1. According to the Former TransGuard Vice Presidefinaince, PwC'’s
reserve analysis for the period ending June 30, 2003 sholargbalifference between
December 31, 2002 and June 30, 2003, and indicated that the workeensation business
line was under-reserved by “seven digits” and up to $2 millibhe Former TransGuard
Vice President of Finance recalled that the numberspadoff the page.”

163.1. After that, there was a delay in the Company regeRWwWC’s reserve
analysis for December 31, 2003, according to the Former Gteand Vice President of
Finance. But when the Former TransGuard Vice Presadfihance reviewed a draft of the
December 31, 2003 PwC reserve analysis, it again showetthéh@ransGuard worker
compensation business line was under-reserved by “seves)digitto $3 million this time.

164.1. However, instead of increasing the reserves (andatking & hit on
profits), the Former TransGuard Vice President of Firaevealed that Ryan told him that

she wanted a different actuarial firm. In fact, RyasWpushing us to change the actuary,”
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and “was adamant” about it. This occurred at a me@tiBgian Kelley’s office in January
2004, he said, and he further confirmed that by July, Pw®&ed replaced as actuary. The
Former TransGuard Supervisor of Insurance Accounting exdaséhis, revealing that
TransGuard switched from PwC auditing the reserveslliinghast helping to actually set
reserves is (1) because the business lines were growiegoommplex and (2) because PwC
“should not be developing and auditing numbers at the samée

12. TransGuard Manipulates Reserves to Meet Budget

165.1. TransGuard did not account for reserves on an indivpadliay basis, but
instead, according to the Former TransGuard Vice Presidéimance, TransGuard looked
at the total picture of reserves for each business lin other words, he explained,
TransGuard did not make adjustments based on individuals;laum instead on the entire
business line.

166.1. So, according to a Former TransGuard Supervisor of htsura
Accounting, and based upon his position, his duties, thenaltexports he prepared and
reviewed, and his first-hand observations, he reportedtthenake the numbers, they would
adjust reserves here and there.” The former emplaged the example, “say we were
projected to hit $2 million in a quarter, but came in at $dilBon, we would just change the
percentage of reserves.” He said that the changéim percentage points generally was
made in the “owner/operator” line of business.

13. Management Turns a Blind Eye Even After Confronted with Unabr-
Reserving

167.1. The Former TransGuard General Accounting Manager eddbet the
recently deceased Gary Jiwas in charge of accounting for TransGuard reserves. In
addition, he confirmed that “Jinx made the journal estigerecord the reserves.” The

witness remembered from his conversations with Jinx‘@Gaty looked at the ‘Yellow
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Books’ in March 2004 when he started and saw they wer¢ about $4 million to $5
million in the worker compensation line.”

168.1. The Former TransGuard General Accounting Manager saiditik
reported the reserves shortfall immediately to Briatidy, Joan Ryan, and to some
Tillinghast folks in a meeting. He said that even thodiglk discovered the reserves
shortfall as early as March 2004 and reported his findinggeisame timeframe to
management, the Company did not take the charge to esdseause Jinx “had to convince
them that they were under-reserved.”

14. Top Level Management Knows the Reserves Are a Ticking Time
Bomb

169.1. According to the Former SIRVA Vice Presidentodifrg and Contracts,
SIRVA's Specialized Transportation division held “execatimeetings” “once a month” “in
the executive conference room in the Company’s Ft. Wdgdena facility.” In addition to
himself, participants in the meetings included all Viceskeient level employees and above,
as well as a human resources employee, a membee leighl department, President of
Specialized Transportation John Dupuy, Dan Roberson, arkdLRine. The Former
SIRVA Vice President of Pricing and Contracts explditteat Dupuy reported directly to
SIRVA CEO Defendant Kelley.

170.1. According to the Former Vice President of Pricing) @ontracts,
TransGuard Insurance “fell under the umbrella” of Spizeid Transportation. He said that
the TransGuard reserves were discussed in the comtiévet Bxecutive Meetings participants
reviewing the Division Profit & Loss Statements, whighgdaid “SIRVA tracked on a facility
and Division specific level.” He confirmed that the Aig&uard reserves situation “came up
in several Executive Meetings,” and were “a line iiarnosting that we would always

discuss.” Discussions focused on the fact that aconeis not keeping up with costs
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incurred. Based on his tenure at the Company, his partaipatihese meetings, the duties
of his position, and his first-hand knowledge as an execatitt/ee Company, he said that “it
was widely known that we were going to take a big hit $emees, and that we had a big
balloon payment coming somewhere down the road.” Heratsdled specifically that these
discussions occurred in his very first Executive Meetmnduine 2003, confirming that “there
was at least a six to nine month gap.”

170.2. Based on his direct participation in numerous Exexieetings, as well
as for the reasons stated above, the Former SIR¥A Riesident of Pricing and Contracts
also revealed that the discussions focused on théhfactbased on current trends, the
Division was already losing money.” In fact, he sdidey just kept letting it go, hoping
things would turn around.” He said that “Dick Laine repoibe the claims during the
Executive Meetings,” and that “Laine’s presentation walldays be something like ‘here is
what we should accrue and what the numbexdd look like, but here is what wail|

accrue.

15. Confidential Sources Involved with the Post Class Period
Investigation Confirm that the Reserves Were Understated

170.3. The Former SIRVA Director of Corporate Reportingpreed that there
was a “compromise” between PwC and Company managenuamtliieg the insurance
reserves reported in the 2003 Company Form 10-K. He iedi¢chat the compromise
involved PwC ceding its role as the SIRVA insurance a@barovider in exchange for
allowing SIRVA to understate its insurance reserves ifrthven 10-K. According to the
Director of Corporate Reporting, PwC is “guilty adl.heAs he explained, “at that time
everybody thought for a two or three billion dollar compa two or three million dollar
problem was not that big a deal.” He further confirmed tthe 2003 10-K and every filing

thereafter contained false statements.” For exgrplsaid that there was at least one $2 or
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$3 million TransGuard entry that “people were saying reibet and completed when they
knew it was not true.”

16. SIRVA Bails Out of Insurance Business

171.1. At the time of the filing of the First Amended Coanutl on October 19,
2005, less than two years after the IPO, TransGuardustaa ghell of what it once was. Its
rating, which is the key metric for evaluating any insaeacompany’s strength, was
downgraded multiple times, including on August 17, 2005, when Badt Co. reduced
TransGuard to Fair, meaning that A.M. Best lowered Traas@from “Secure” status to
“Vulnerable.”

172.1. Indeed, on September 21, 2005, SIRVA announced a definiteanagmt
to sell the stock of all its insurance-related interestduding TransGuard and NAIT, to
reinsurer IAT Reinsurance Company Ltd (“IAT”). On Januar2006, SIRVA confirmed
that it had completed the sale of TransGuard, NAIT,géiand Insurance Agency, Inc., and
other related companies of its U.S. insurance services tpdag .

VIIl. DEFENDANTS HAD MOTIVE AND OPPORTUNITY TO MISREPRESE NT
SIRVA’S FINANCIAL RESULTS

A. Defendant CD&R'’s Suspiciously Timed Insider Selling

173. In addition to the indicators of scienter discussedr@pbDefendants were
motivated to engage in the wrongdoing herein in order ¢avdllefendant CD&R and
indirectly Rogers and Schnall to profit from their saté SIRVA common stock during the
IPO and the SPO. In fact, CD&R always intended &haaut its position in SIRVA.
According to the Former SIRVA International Divisi&xecutive, the purpose of the SPO
was an “exit strategy” for CD&R, they were going tovéahe secondary offering sometime

in '04, and from there try to exit.”
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174. CD&R pocketed almost $430 million selling SIRVA stock in tR© and

SPO:
Shares Shares % IPO Shares % SPO Shares Total
CD&R Outstanding . Sold | Proceeds . Sold | Proceeds| Outstanding | Proceeds
sold in : . Sold in : ; :
Fund Before the the IPO in in the spo | N in After the in
Offerings IPO | Millions SPO | Millions Offerings Millions
\Y, 32,221,750 | 4,523,203 14% $78.4 10,611,629| 62% | $224.7 17,085,837 | $303.1
\ 13,394,422 | 1,880,273 14% $32.6 4,411,202 | 62% $93.4 7,102,498 $126
Total $429.1
175. Defendants Rogers and Schnall had financial and contratitegests in the

entities which sold a substantial number of shares gltnath the IPO and SPO offerings,

thereby giving them a strong incentive to create theidluthat the Company’s financial

performance was better than it actually was.

176. According to the IPO and SPO Prospectuses, Defendager$&and Schnall

were principals of CD&R, a private investment firm tisathe manager of selling

stockholders CD&R Fund V and CD&R Fund VI.

Associates V (the general partner of selling stockhdli®&R Fund V), and CD&R

177.

Defendants Schnall and Rogers were also limited parth€B&R

Associates VI (the general Partner of selling stoaktoCD&R Fund VI).

178.

Finally, Defendants Schnall and Rogers were stockhotdetslirectors of

CD&R Investment Associates Il (the managing generdhpanf CD&R Associates V) and

CDé&R Investment Associates VI (the managing generahpadf CD&R Associates VI).

179. According to the IPO Prospectus:

Messrs. Rogers and Schnall may be deemed to share kmnefic
ownership of the shares owned of record by Clayton, 2ubsl
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Rice Fund V Limited Partnership by virtue of their statgs a
stockholders of CD&R Investment Associates II, Inthe
managing general partner of CD&R Associates V Limited
Partnership, and by Clayton, Dubilier & Rice Fund VI Ligait
Partnership by virtue of their status as stockholders of RD&
Investment Associates VI, Inc., the general partnerCBiE&R
Associates VI Limited Partnership.

180. During the IPOthe two selling stockholders CD&R Fund V and CD&R Fund
VI sold 4,523,203 and 1,880,273 shares respectively for a combinédopréfil11,036,274.
The two selling stockholders CD&R Fund V and CD&R Fundasyid 10,611,629 and
4,411,202 shares respectively in the SPO for a combined pf&f#18,108,446.

181. Between the two offerings, Defendants Schnall and Rdgersin indirect
financial interest in the sale of a total of 21,426,307 ARWares sold for combined
proceeds of $429,144,720. These enormous proceeds provided Defavithantstive to
misrepresent the financial results of the Companydetroto drive up the offering price and
increase proceeds for the investment funds in whichwloeyd share a controlling financial
interest.

182. SIRVA'’'s own Code of Business Conduct also sets fortte@aquirements
relating to Insider Trading or Dealing & Stock Tipping;luding the requirement that one
“Never buy or sell the stock or other securities of \BARr any company while you have
inside information about the company.” Policy No.CCP-50pga43. Defendants violated
this Policy when they sold thousands of shares of SIRM&k while in possession of
materially adverse information about the Company thatneaiget revealed to the investing
public.

B. Cooking the Books to Meet Analysts’ Estimates

183. SIRVA top management was intensely focused on meetmg-sdrm Wall

Street goals even through intimidation and earnings miatipn. A Former SIRVA
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International Division Executive contrasted SIRVA'’s aggrh to companies which focus on
long-term growth, stating “at SIRVA, long-term is qualstetumbers and short term is this
week.”

184. According to SIRVA’'s September 21, 2005 8-K, a letter froefeDdant
Ryan indicated that she was forced to resign “becaluser onsistence on “accurate financial
reporting.” The Ryan letter and the statements of anoas former employees reveal that
SIRVA top management was intensely driven to, if natesbed with, meeting Wall Street’s
guarterly EPS estimates.

185. It was essential for the Company to foster and mairgablicly the illusion of
being a high-growth company. As set forth herein, Defetsd@alsified their financial results
during the Class Period, among other reasons, to creallifion that SIRVA was meeting
analysts’ expectations. As set forth below, the Gany’s reported financial figures met or
exceeded analysts’ consensus estimates in both quamteesling the Company’s SPO in

June 2004 by as little as a penny for the first quarter of 2004.
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186. Each time Defendants issued another positive earnings arament

SIRVA's stock price increased, enabling the Company tabésh a seemingly conservative

price of $22 per share for the SPO.

74



187. Without Defendants’ accounting fraud and their policy afigishe “balance
sheet to generate earnings,” Defendants could not havenalgst estimates prior to the
SPO and Defendant CD&R could not have sold over $300 miticstock. Only a few short
months after the successful SPO did the truth rega@liRVA's true financial condition
begin to surface.

C. Defendants Kelley and Ryan’s Enormous Cash Bonuses Provided éitlonal
Incentive to Mislead Investors

188. Defendants Kelley and Ryan were strongly motivatedaroperly
misrepresent SIRVA's financial results because ofittential to receive enormous cash
bonuses and stock option grants. According to the 2004 P3tRY,A’'s compensation
philosophy is that “[p]ay should be directly linked and highf§erentiated based on the
success of SIRVA, business segment, team and indiviéuirpnance.” The Proxy stated:

Short-Term Incentives

The SIRVA, Inc. Management Incentive Plan provides fashc
and/or stock-based awards to be paid annually when specific
performance targets are achieved. During 2003, the executive
officers participated in the Management Incentive Plactual
bonuses paid to executive officers are based on earningghgr
targets, cash generation targets, and strategic andrdbgde
initiatives goals for each business.

Long-Term Incentives

The long-term incentive program is designed to encouragéiame

of long-term value for our stockholders and equity ownprslyi

our executives. During 2003, SIRVA made stock option grants t
SIRVA's executive officers under the SIRVA, Inc. $tdcentive
Plan and under the SIRVA, Inc. Omnibus Stock Incentiva Rl
"Omnibus Plan") adopted in November 2003. Each grant allows
the officer to acquire shares of SIRVA's common stgekerally
subject to the completion of a specified vesting period an
continued employment with SIRVA. These shares maychaieed

at a fixed price per share (the closing market price ondtye
before the grant date) over a ten-year period (for grantler the
Stock Incentive Plan) or seven-year period (for grantteumthe
Omnibus Plan). Actual awards to each executive, if any, are
structured to reflect the historic and expected future pedocm

75



of the executive, the importance of each position ®VA and
difficulty of finding a suitable replacement, and thes@xive's
potential.

189. According to SIRVA’'s 2004 Proxy Statement, under SIRVA’'snsigement
Incentive Plan, cash and stock options are awardegltairt executives “annually when
specific performance targets are achieve,” such as eaignogsh targets and cash
generation targets.

190. As detailed in the Company’s Management Incentive Pleorporated into
the IPO Prospectuthe following performance criteria was used to determimeiges:

(i) revenue growth; (ii) earnings before interest, taxepreciation
and amortization; (iii) earnings before interest, taxd a
amortization; (iv) operating income; (v) pre- or aftax-income,;
(vi) cash flow; (v) cash flow per share; (viii) net eagsn (ix)
earnings per share; (x) return on equity; (xi) return onstec
capital; (xii) return on assets; (xiii) economic vaklgded (or an
equivalent metric); (xiv) share price performance; (xwo}alt
shareholder return; (xvi) improvement in or attainmefrgxgpense
levels; (xvii) improvement in or attainment of workingpdal
levels; (xvii)) debt reduction; or (xiv) strategic and leeship
goals.

If these criteria were met, Defendants Kelley andrRyauld receive enormous bonuses of up to

100% of their base salary.

191. According to Annex A to the Management Incentive Pliacentive awards
were based in 2003 on earnings growth and cash generaf®@3rexceeding that in 2002.
Earnings growth is measured by SIRVA EBITA. Cash geimerag measured by Operating
Funds Flow (“OFF”) for SIRVA Relocation and by SIRVMAserage Daily Sales
Outstanding (“DOS”) (13 points) performance for all atpertions of SIRVA.

192. Defendants Kelley and Ryan in fact, received signitiganformance based

bonuses for 2003 based on the issuance of SIRVA's falaadial results:
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a. During 2003, in addition to his base salary of $575,000, DefendalatyK

received a cash bonus of $341,2850, a stock option award of 1500686, sidditional

compensation valued at $42,282, relocation fees totaling $77,47& %7315 contribution to

the defined contribution plan. In 2004, his base salaryingasased to $650,000.

b. During 2003, in addition to her base salary of $320,137, Defeftjant

received a cash bonus of $207,573, a stock option award 6230shares, $26,893 in other

annual compensation and a contribution of $4,255 to her deferexfits plan.

193. Moreover, according to SIRVA’s Stock Incentive Plan, gerfance stock
options do not vest until the Company achieves the EB&Fdet specified in the
Management Stock Option Agreement evidencing such incemtraed. Therefore,
Defendants Kelley and Ryan had motive to inflate the g@y's financial results in order
for their stock options to vest.

D. Defendants Kelley, Ryan and Rogers Were “Hands-On” Executives

194. Because of their Board memberships and/or executive andyeraia
positions with SIRVA, each of the Individual Defendamasl access to the adverse, non-
public information about the business, finances, marketpi@sént and future business
prospects of SIRVA particularized herein via accessteynal corporate documents,
conversations or connections with corporate officgremployees, attendance at
management and/or Board of Directors’ meetings and ctigenithereof and/or via reports
and other information provided to them in connection thithew

195. Asrevealed by numerous witnesses, Defendants Kelign Bnd Rogers
took a very active, hands-on approach in their rolde@€ompany’s executive officers and
Chairman of the Board. Such participation included atterdankey departmental

meetings, receipt of reports from different corporatesmns, and weekly conference calls,
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all of which revealed SIRVA'’s declining profitability anda@unting problems. In the face

of SIRVA’s mounting operational difficulties, Defendamonetheless established

“ridiculous” forecasts which they knew SIRVA would ragtain absent fraudulent

accounting manipulations.

196. Employees who challenged Defendants’ improper practiees terminated

from the Company. As commented on by the former @r&endant Ryan, SIRVA

management set the “tone at the top” which led tortipeaper accounting ultimately

revealed. Several examples of meetings with Defend@iksy and Ryan illustrate the

“tone at the top” that resulted in improper accounting:

According to a Former SIRVA Controller in Europe, Bi&RVA European
Operations CFO participated in a meeting with DefendganRvhile in the U.S.
in February 2004, at which the European CFO expressed tesedifes with
Ryan. Ryan reportedly instructed the European CFOpfifwant to be on my
team, you better follow my directions.” Shortly tbafter, the European CFO
was dismissed or left his position.

According to a Former Senior European Finance Execubivate March or early
April 2004, Defendant Rogers and Kelley summoned the Presad&ntropean
and Asia Pacific Operations, David Nicol, to New Yaslexplain the numbers.
According to a Former SIRVA International Divisioxé€utive, Nicol informed
Defendants Kelley and the Board of Directors of the pesults in Europe in
April 2004, and shortly thereafter, “Nicol suddenly was n@énn his position.”

197. Defendants had access to reports and meetings which fartdaats on

notice of SIRVA’s accounting improprieties. With regaad8iRVA’s inadequate insurance

loss reserves, Defendants had access to reports andgseseich as the following:

TransGuard executives held monthly “large loss reservetings to discuss and
set claims reserves.

Claims managers for each business line prepared “ReSemeittee Sheets”
each month summarizing claims.

Prior to each Large Loss Reserve Committee meetiatgridants Kelley and
Ryan received a package containing the minutes of the prewieetsng, along
with the Claims Sheets, according to a Former Transi3tiaance Executive and
Former NAIT Claims Manager.
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* Reserve amounts were entered into a claims handistgra — the workers
compensation and occupational accident divisions used oing ier claims
management system and the Moving and Storage and Trangpo8atvices
used the WINS claims management system.

» Defendants Kelley and Ryan received a “Monthly Finarfeadkage” each
month, according to a Former TransGuard Finance Exectigid-ormer
TransGuard Supervisor of Insurance Accounting. The Monthigrfeial
Package broke down each business line by premiums writtelosses incurred.
These reports were distributed in paper hard copy to eaghant, and were
broken down by business line. For each business lin®]ahénly Financial
Report then broke down between premiums written arsgfoscurred. The
Report also showed actual premiums versus budget, actumailyons versus prior
year and month-to-date premiums sales figures.

» Each quarter, TransGuard used a spreadsheet titled “Lessvieddevelopment”
or “LRD” containing data on loss reserves by line of bess obtained from the
Freedom Accounting System to prepare quarterly filings wghitinois
Department of Insurance.

198. According to a Former SIRVA Senior Treasury Analystfdhdant Ryan
frequently received FASB 133 Reports on Investments, wiuelified as a “priority report”
because SIRVA’s “upper management” needed to know gain®sseklin the Company’s
investment portfolio. A Former TransGuard Supervisor airasce Accounting also
explained that Defendant Ryan received an “internalrtepoa monthly basis” that
“provided the entire financial package,” in that it wasiaternal measuring stick,”
comparing month-to-date numbers and year-to-date numbensiagaor periods.
Defendant Ryan was also intricately involved in changacobunting systems in the
Company’s TransGuard Division. According to a Former Sdrmewel Accountant in the
TransGuard Division, Defendant Ryan oversaw the tiansitf TransGuard’s accounting
structure from Company/Agency to GAAP/Statutory.

199. According to a Former SIRVA Relocation Business Depalent Executive,

Defendant Kelley participated in weekly “Quick Marketelligence” conference calls that
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took place on Fridays at 8 a.m., where information gee@fiay the Relocation Services

division was discussed.

200. In addition, Defendants Kelley and Rogers attended “TdHathMeetings,”

which, according to a Former SIRVA Sales Manager, toateplathe cafeteria of the Ft.

Wayne facility and were a forum to discuss operations agémts.

201. Defendants were warned repeatedly that SIRVA's Euro@gmamations could

not meet its budget:

According to a Former SIRVA International Divisioméeutive, the results for
the European Operating Systems were also reported todaeksrKelley and
Ryan on a monthly basis.

According to a Former Senior European Finance Execudeendants Kelley
and Ryan were told at a meeting in October or Novemb20@8 that the budget
they had set for European operations was not attaindlie meeting took place
at SIRVA’s European Operations headquarters in Miltonn€ésywhich had just
opened in June 2003.

At a meeting of the SIRVA'’s Board of Directors attenthbgddefendants Kelley
and Ryan on December 12, 2004 to update the newly-arrived Prteside
European and Asia Pacific Operations, David Nicol, orbtlgget, participants at
the meeting discussed SIRVA Europe faced in meeting buageirding to the
Former Senior European Finance Executive.

At a Leadership Summit attended by Defendants Kelley, Ryamall and
Rogers and held at the Doral Country Club in Miami, il February 2004,
SIRVA executives openly discussed the fact that Eurofgemations were
losing money and “bringing the company down,” according toraner SIRVA
Relocation Business Development Executive in attendaDe@id Nicol made a
presentation at the Leadership Summit about the prospiEtgopean
Operations. Defendant Rogers was specifically askecheh8&8iRVA would lay-
off European employees due to its poor performance. Defenialey and
Rogers singled out the leadership from European Opera®tweighing down”
SIRVA profits. In fact, the former employee revedledt Defendant Kelley was
“pointing the finger to senior leadership” of the Europ@gerations, saying they
were “not profitable on this side of the house.”

SIRVA held a Monthly Operations Review Meeting during the £€Reriod on
the third or fourth Wednesday of each Month in the Comizoard Room in
Westmont, lllinois, according to a Former TransGuardreaaExecutive.
Defendants Kelley and Ryan attended the meeting, agswéliose who reported
directly to them. The President of each SIRVA Divisattended and they could
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bring financial support staff to the meetings. The mestgenerally began at
7:00 a.m. and lasted the whole day. During the Monthly @jpeal Review
Meetings, participants reviewed “pared down” versions ohfirels. SIRVA
European Operations “were always struggling,” accordingegd-brmer
TransGuard Finance Executive. The participants would spdedsh an hour
discussing European Operations, whereas discussion Netherk Services
Division usually lasted no more than ten minutes.

202. Defendants Kelley and Ryan also took a very activeindibe staffing of the
TransGuard Division. For instance, according to the EoffmansGuard Finance Executive,
Defendants Kelley and Ryan participated in a meetingarat of 2003 where the 2004
staff cutbacks were discussed. The Former TransGuaaddarExecutive also attended an
A.M. Best Insurance rating meeting with Defendantsd{eind Ryan, and a meeting at the
Marriot Hotel at the Newark, NJ airport where PwC pnése the findings of their
TransGuard review to all participants, including Defendaettel{ and Ryan.

203. The Defendants’ involvement went past mere attendimneeetings and
conference calls. According to a Former SIRVA Dioedf Business Development,
Defendant Rogers was “very involved in a lot of corponait&tives,” and was “active” in
business development and strategic marketing. The femgloyee specifically described
Defendant Rogers as an “active executive[],” who reszbdaily financial reporting,
including reports of Days Sales Outstanding, Revenue RBetasid Revenue not Processed.
According to this former employee, Defendant Rogersaists very involved in the strategic
marketing and business development with agents and diemirats.

204. This attitude was shared by Defendant Kelley, who, accorditigetéormer
SIRVA Relocation Business Development Executive, waggy hands on manager.” This
former employee explained how several Relocation Exesitvould go to Chicago at least
every week to personally meet with Defendant Kellegtisguss the progress of the

relocation business.
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205. According to the Former TransGuard Finance Executivetaéormer
NAIT Claims Manager, Defendants Kelley and Ryan wese pkrsonally responsible for
establishing budgets for the various SIRVA divisions,uditlg TransGuard. These former
employees explained that SIRVA budgets were establishpddtton” from Defendants
Kelley and Ryan. For instance, for 2003 and 2004, onceaitmeelf TransGuard Finance
Executive “got the numbers,” they met with Defendantddgednd Ryan in September or
October in the Company “Board Room,” where Kelley andrR{put in ridiculous
numbers.” In the final stage of this budget process, Daf@Rogers would attend the
“final budget meetings” in November or December. Thip Hown” budgeting process was
confirmed by the Former Senior European Finance Execwihe explained that the budget
for European Operations came from Defendants Rogerkelley. A Former Operations
Executive at North American Van Lines also disclosed Befendants Rogers and Kelley
both took an active role in the budgeting process, andtth “pushed hard on
performance.” This active role included attending Budgetd®ewmeetings held around
November in the “old-Allied building” in Naperville, IL.

E. SIRVA Needed the Proceeds from the IPO to Repay Massive Amunts of
Pre-IPO Debt and Refinance its Revolving Credit Facility

206. In November 2003 SIRVA conducted an IPO of its stock,reglil,052,632
million shares for a price of $18.50 per share for a tdftapproximately $389,473,692. The
net proceeds of the offering were more than $234 millidiaic after deducting
underwriting discounts and commissions. Defendants met&ated to misstate the
Company’s financial results in the IPO Prospectus inragdea higher offering price. In
addition, the IPO was a necessity not only to alldD&R to begin exiting from SIRVA at a
profit, but to allow CD&R to pay back high-interest debtdeed, CD&R built SIRVA by

cobbling together numerous small companies similar tolaup.” As described in a
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September 8, 2003 article in tRert Wayne News Sentinel, CD&R “built SIRVA by
borrowing a lot of money, frequently at very high nets rates, to buy a series of
companies.”

207. According to SIRVA'’s IPO Prospectus, SIRVA intended to ppipé
proceeds from the offering towards repayment of debgatiiins, in the following priority:

» torepay in full the Tranche A senior term loan undlegif]
existing senior credit facility;

* torepay in full the Tranche B senior term loan undeeif]
existing senior credit facility;

* to repay in full the revolving credit facility underhéir]
existing senior credit facility;

» to repurchase approximately 93% of North American Van
Lines' 13/8% senior subordinated notes due 2009;

* to repay in full SIRVA's senior discount loan;

* to redeem all of SIRVA's outstanding shares of junior
exchangeable preferred stock issued in connection with the
purchase of the Allied and Pickfords businesses from Exel
plc, formerly known as NFC plc; and

* to repay the seller notes of North American Van Lisssged in
connection with the purchase of CRS, the relocagovices business of
Cooperative Resource Services, Ltd.”

208. CDé&R had a particular interest in the success of tlka (iR addition to its
sale of 6,405,006 shares of stock in the IPO through CDé&®RI ¥ and CD&R Fund V1)
since SIRVA'’s senior discount loan to be repaid in fuhirthe proceeds of the IPO had
been assigned to Arawak, Ltd., a wholly owned subsidddCD&R Fund VI, by J.P.
Morgan Securites, Inc. and others. Indeed, SIRVA usedptBCeeds to redeem the senior
discount loan for over $65 million in accreted value.

209. SIRVA also intended to use the offering to refinanceettisting senior credit

facility of its wholly-owned subsidiary North Ameain Van Lines for $313.3 million in
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borrowings and a revolving credit facility providing up to $150iom in revolving credit
commitments, with a new senior credit facility. Untlee new senior credit facility,
SIRVA's subsidiary, SIRVA Worldwide, Inc. would be tharpary borrower and, along
with one or more of its foreign subsidiaries, wobd@row $446.7 million.

210. According to the Credit Agreement incorporated in Ddoemni, 2003 8-K,
the availability of the new senior credit facility svaubject to many conditions precedent,
one of which was that at least $200 million in gross gmeheeds were received from the
IPO. This provided Defendants with motivation to misreprne SIRVA's financial results to
increase the offering price as well as the number otshaurchased during the offering in
order to ensure that SIRVA would make enough proceeds toldéoaobtain the new senior
credit facility, and refinance and repay certain otlitbts.

F. SIRVA Used the Cash Obtained Through Refinancing lts Revolnig Credit
Facility To Acquire Companies

211. CD&R created SIRVA with the goal of creating the ficstmprehensive
global relocations company. CD&R did so by acquiring emmbining different companies
from different segments of the relocation busineser its IPO, SIRVA continued this
strategy, acquiring numerous companies in order to exparelatation services and expand
its global reach. In order to finance the acquisiti@RVA needed cash, lots of it. SIRVA
used its revolving credit facilities to come up with tlasttto finance its acquisitions.
During the Class Period, SIRVA engaged in numerous acqusithat were critical to the
continued viability of the Company.

212. On February 6, 2004, SIRVA acquired Move-Pak (the detailghath are
unavailable in public filings). On March 2, 2004, SIRVA acgdiRelocation Dynamics,
Inc. (“RDI”) for $1,786,000 net of acquired cash of $200,000, amtirigent consideration

of $3,000,000 payable subject to achievement of certain revargetd over five years.
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213. On May 3, 2004, SIRVA acquired Rettenmayer Internationatzugjslogistik
GmbH for $4,116,000 in cash net of acquired cash of $239,000.u@usA2, 2004 SIRVA
purchased for $1,202,000 in cash an additional branch lodabiom the previous
Rettenmayer owner.

214. On September 2, 2004, SIRVA acquired D.J. Knight & Co. CIK”) for
$1,836,000 in cash net of acquired cash of $1,164,000.

215. On December 24, 2004, SIRVA, through its subsidiary SIRVAliVadde
Inc., acquired Executive Relocation Corporation for $10Q@I® In order to finance this
acquisition, SIRVA amended the credit agreement itredtato on December 1, 2003
following the IPO. According to the 8-K filed on DecemB8&; 2004, the amendment
provided a $490 million term loan and increased SIRVA Worl@igidgwing line loan
capacity.

216. In order for SIRVA to amend the existing credit agreenefinance
acquisitions, it needed to appear that SIRVA'’s financidopmance was strong. It was also
necessary for SIRVA to maintain certain credit iggithat are directly linked to SIRVA’s
performance.

217. Indeed, after the news regarding the problems with SIR¥A&ncial
statements came out, on July 27, 2005, Moody’'s downgraded”ASVR)fldwide, Inc. to B2
from Ba3 and concluded that “[t]he rating outlook is negati

218. Defendants had the motive to take all steps to ensuréhth&ompany
maintained its credit ratings, including engaging in impr@@eounting to misstate its
financial results, in order to fund the numerous acqgoistnecessary to its growth as a

comprehensive global relocation business.
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G. Defendants Stocker, Ryan and Schnall's Severe RecklessnksBurther
Evidenced By Their Membership on the Audit Committee

219. Defendant Stocker is the Chairman of the Audit Conemitif SIRVA’s
Board of Directors. In addition, Defendants Ryan acih@ll have served on the Audit
Committee during their tenure at SIRVA, until Februarg@®3 and October of 2003,
respectively. These Defendants were privy to the Compdiotiteous revenue recognition
and other accounting manipulations because of their positio the Audit Committee which
was charged with reviewing the Company’s financial statesreamd its internal controls.

220. Defendant Stocker was intimately aware of SIRVA'sddfinancial reporting
due to his integral role in formulating and reviewing SIR¥Atcounting practices as
Chairman of the Audit Committee. According to SIRVA’s 2004xy Statement, Defendant
Stocker was also identified by SIRVA as one of ite&ficial experts.” The Audit
Committee met eleven times during the 2003 fiscal yeaydint telephone meetings.

221. According to the Audit Committee Report in the 2004 Prewih respect to
the audited financials for fiscal year 2003, Defendantk&o

 Reviewed and discussed the audited consolidated financial
statements with SIRVA’s management;

» Discussed the financial statements with PwC as requyed b
SAS No.61

* Reviewed and discussed with management the processes in
place to provide the disclosure certifications requirechby t
Sarbanes-Oxley Act and SEC rules; and

* Reviewed the written disclosures and the letter fronCPw
required by Independence Standards Board Standard No.1
and has discussed with PwC its independence from SIRVA.

* Statement on Auditing Standards No.61 requires the anmiimittee to exercise oversight over
financial reporting as well as the scope and resultseoéudit.

® Independence Standards Board No.1 refers to Independemcssiisis with the Audit
Committee.
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222. With regard to internal controls, during fiscal year 2003cdant Stocker
also:

reviewed the quality and integrity of SIRVA's financiaporting

and other internal control processes, the quality amdyiity of its
financial statements, its compliance with legal andulatory
requirements and its code of conduct, the qualificatiand
independence of its independent auditors, the performance of it
internal audit function and independent auditors and other
significant financial matters.

223. The Audit Committee, including Defendant Stocker, alstifezl the 2003
financial statements:

The Audit Committee has reviewed SIRVA's audited codategd
financial statements and discussed such statements with
management. The Audit Committee has discussed with
PricewaterhouseCoopers LLP, SIRVA's independent auditors
during the 2003 fiscal year, the matters required to be dextuss
Statement of Auditing Standards No. 61 (Communicatiorh wit
Audit Committees), as amended. The Audit Committee also
received from management the CEO/CFO financial reporting a
disclosure certifications required by the Sarbanes-Ofletyand
SEC rules relating thereto and has reviewed and discussed w
management the processes in place to provide such cediika

224. According to SIRVA'’s Audit Committee Charter, Defentd&tocker was
expressly charged with assisting the Board of Directorsanitoring:

(1) the quality of the Corporation's financial reportingd aother
internal control processes, (2) the quality and integoitythe
Corporation's financial statements, (3) the independeditaa's
qualifications and independence, (4) the performance of the
Corporation's internal audit function and independent arsji(5)

the compliance by the Corporation with legal and regujator
requirements and its code of conduct; and (6) to preparesgort

of the Committee required to be included in the Corporation's
annual proxy statement under the rules of the U.S. Sesuahd
Exchange Commission (the "SEC").

225. The 2004 Proxy Statement demonstrated that Defendant Sepelafically
endorsed the public dissemination of the false finantaséients, noting that, based upon
review and discussions with management and the indepeacdenintants, “that SIRVA's
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audited consolidated financial statements be includedRWA&L Annual Report or Form
10-K for the fiscal year ended December 31, 2003, and be fitadlve SEC.”

226. Prior to becoming CFO of SIRVA, Defendant Ryan sered director and
member of SIRVA’s Audit Committee from June 2002 througbré&ary 2003. Through her
membership on the Audit Committee, she was intimatehra of the financial reporting of
the Company for the year 2002 incorporated into the IPO Rrspe

227. Defendant Schnall became a director of SIRVA in M&@62 and was a
member of the Audit Committee until October 2003. Throughm@mbership on the Audit
Committee he was intimately aware of the finan@glorting of the Company for the year
2002 incorporated into the IPO Prospectus.

H. The Defendants Violated SIRVA's Own Code Of Business Couct

228. In addition to violating GAAP and numerous federal seasaws, the
Defendants violated SIRVA's own Code of Business Conduchguhe Class Period.
According to the Company'’s recent Code of Business Condatgd March 2004 and filed
as Exhibit 14.1 to the 2003 10-K, the Core Requirements for @l@nghip are to “Follow
SIRVA's accounting policies and procedures as well agesiérally accepted accounting
principles, standards, laws and regulations for accountiddimancial reporting of
transactions, estimates and forecasts.” SIRVA Gua@&he Code Of Business Conduct
2004, Policy No.CCP-502, at pg. 41. The Company and its @ffigere clearly in violation
of this Policy when they improperly accounted for thenpany’s insurance reserves, in
contradiction of GAAP and the federal securities laws.

229. In addition, as general cannons, the Code of BusinessuCbalso states that,
“As associates of SIRVA, we will . . . [clomply vkiall applicable laws and regulations that

govern the conduct of our business$d. at pg. 7. Defendants violated this Policy when they
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knowingly withheld adverse information about the Compafigancial state, in
contradiction of federal securities laws.

MATERIALLY FALSE STATEMENTS DURING THE CLASS PERIOD

A. The IPO Prospectus

230. The Class Period begins on November 25, 2003. On thaStRyA'’s
Prospectus for its IPO became effective. The falsenainleading statements contained in
the Prospectus filed in connection with the IPO detaileff[B7-46 above are also actionable
as false statements under the Exchange Act. Thengé&sr falsity of the IPO Prospectus
are detailed above in 1147-53.

B. Defendants’ False 40 and Fiscal Year 2003 Statements

231. On February 10, 2004, SIRVA issued a press release announdingnisal
results for the fourth quarter and full fiscal yea003. According to the press release,
SIRVA'’s 2003 net income, excluding special items, more tlmubled since 2002, while
revenue rose 8%:

SIRVA [] today reported net income of $19.0 million, orZ0per
diluted share, for the full year ended December 31, 2003.

* * %

... SIRVA’s 2003 net income was $47.0 million, or $0.73 per
diluted share, more than double the performance fore¢aegnded
December 31, 2002. The company recorded net income of $20.8
million, or $0.33 per diluted share, for the full year 2002.

SIRVA'’s operating revenue for the full year 2003 was $2.35
billion, an increase of 8 percent from the previous yedhe
company’s revenue less Purchased Transportation Expense
(PTE)(1), or net revenue, was $1 billion, up 19 percent fiiwan
previous year. SIRVA’s 2003 income from operations, excluding
the unusual charges, was $129.7 million, a 38 percent increase
from the previous year.
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232. The same day, SIRVA executives held a conference gallhich Defendants
Kelley and Ryan participated. Defendant Kelley praifedGompany’s growth of its
insurance business “in an intelligent and low-risk manner”:

Most importantly, however, is that we achieved this gromthn
intelligent and low-risk manner. As evidence, our insuraymoep
delivered a combined ratio of just over 80 percent in 2003. The
combined ratio is the primary measure of profitability e t
insurance business. Essentially, it's the inverse ofatipg
income, excluding investment gain.

233. Defendants Kelley and Ryan also praised the Company’pEarno
operations.
Defendant Ryan commented, “with our capabilities in@kacEurope, we are now in a position
to drive real, organic growth in 2004.”
234. During the call, Defendant Kelley made the following pobions for 2004:

So, as we look to 2004, we are comfortable that we cavedein
our long-term financial goals. And that is, 10 percens piganic
net revenue growth and 20 percent plus earnings per gitawéh,
driven primarily through operations.

* k%

Therefore, we expect earnings per share growth fore¢be tp be
well in excess of our long term 20 percent target. Olyeva are
comfortable with the midpoint of current estimates, $1a1$1.16
per share.

* * %

Taking into account interest and taxes, we estimasé quarter
EPS of approximately seven cents per share versus aefivdoss
in last year's first quarter. As a reminder, the finsarter is our
seasonally slowest quarter.

235. Regarding SIRVA's Insurance business, Defendant Kellaynaigcused on
SIRVA's experience and “very careful risk models”:

The Insurance business “which is a question many had” we do
underwrite insurance. We've done it for over 25 yearse'r&V
very good at it. We have a niche strategy, which isypsathple.
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We offer basically three types of policy to constitisethat we
know very, very well. We know drivers, we know truclksd
we’ve been involved with them for a long time. We gperate in
markets that are very difficult to serve, because geed to go
one-on-one with these independent owner/operators amdrglri
You have to have very careful risk models, which we do.

236. On March 26, 2004, SIRVA filed its annual report on Form 10#K whe
SEC (“2003 10-K”). The 2003 10-K was signed by Defendants Kefgan, Schnall,
Stocker and Rogers, among others, and reiterated the aharformation reported in the

Company’s February 10, 2004 press release.

237. The 2003 10-K included the following certification of Defendakelley and

Ryan required by Exchange Act Rule 13a-14(a):

CERTIFICATION

l, [], certify that:

| have reviewed this annual report on Form 10-KIBNV3,
Inc.;

Based on my knowledge, this report does notagorany
untrue statement of a material fact or omit to stateaterial fact
necessary to make the statements made, in light ef th
circumstances under which such statements were made, no
misleading with respect to the period covered by this report

Based on my knowledge, the financial statesyeartd other
financial information included in this report, fairly presen all
material respects the financial condition, result®pérations and

cash flows of the registrant as of, and for, thequripresented in
this report;

The registrant's other certifying officer aindre responsible
for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-
15(e)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or
caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material
information relating to the registrant, including its

consolidated subsidiaries, is made known to us by others
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within those entities, particularly during the period in
which this report is being prepared,;

(b) Evaluated the effectiveness of the registrant's
disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(c) Disclosed in this report any change in the regisga
internal control over financial reporting that occurred
during the registrant's most recent fiscal quarter (the
registrant's fourth fiscal quarter in the case of anual
report) that has materially affected, or is reasonakéhyi

to materially affect, the registrant's internal cohtover
financial reporting; and

The registrant's other certifying officer antalve disclosed,

based on our most recent evaluation of internal obrdwer
financial reporting, to the registrant's auditors ané tudit
committee of the registrant's board of directors fmrsons
performing the equivalent functions):

(a) All significant deficiencies and material wealsessin
the design or operation of internal control over firiah
reporting which are reasonably likely to adversely affect
the registrant's ability to record, process, summaaize
report financial information; and

(b) Any fraud, whether or not material, that involves
management or other employees who have a significant
role in the registrant's internal control over finamhci
reporting.

Each of the Forms 10-K and 10-Q filed by SIRVA during thes€Reriod repeats the

certification by Defendants Kelley and Ry&n.

238. The 2003 10-K also included the following certification, pursuarit8

U.S.C. 8 1350, by Defendants Kelley and Ryan:

The undersigned hereby certifies that the Annual Repofaym
10-K for the year ended December 31, 2003 of SIRVA, Inc. (the

® Beginning with SIRVA's first quarter 2004 Form 10-Q, Defendaslléy and Ryan’s
certifications are pursuant to Rule 13a-14(a), as adopted putsuzection 302 of the Sarbanes-

Oxley Act of 2002.
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"Company") filed with the Securities and Exchange Comboriss
on the date hereof fully complies with the requiretaenf section
13(a) or 15(d) of the Securities Exchange Act of 1934 andhbat
information contained in such report fairly presemsall material
respects, the financial condition and results of omersitof the
Company.

Each of the Forms 10-K and 10-Q filed by SIRVA during thes€Reriod repeats the
certification in substantially the same language alyv®efendants Kelley and Ryan.
239. The 2003 10-K further assured investors that the Company rinaidita
adequate internal controls:

ITEM 9A. CONTROLS AND PROCEDURES

Under the supervision and with the participation of managgme
our chief executive officer and chief financial officérave
evaluated the effectiveness of the design and operaficouro
disclosure controls and procedures as of December 31, 203, a
based on their evaluation, the chief executive officedt ahief
financial officer have concluded that, as of December28D3,
these controls and procedures are effective to ensure(ijhat
information required to be disclosed by us in the repiwds we
file or submit under the Exchange Act is recorded, preckss
summarized and reported, within the time periods specifig¢dein
Securities and Exchange Commission's rules and formsiand (
information required to be disclosed by us in the repiws we
file or submit under the Exchange Act is accumulated and
communicated to our management, including the chief executi
officer and chief financial officer, as appropriate t@alltimely
decisions regarding required disclosure.

Each Form 10-K and 10-Q filed by SIRVA during the Class Eempeats the assurance
regarding “Controls and Procedures” above in substantlal same language.
240. As stated in the IPO and SPO Prospectuses, Defenddatatesd their growth
as an insurance provider through the Company’s TransGuasidi and emphasized the

Company’s cautious approach and resulting loss and expédiasespacifically stating that

’ Beginning with SIRVA's first quarter 2004 Form 10-Q, the DefericKelley and Ryan’s
certifications are pursuant to18 U.S.C. 8§ 1350 as adopted putsusection 906 of the
Sarbanes-Oxley Act of 2002.
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“[we] are cautious in choosing which customers to insacevehat kinds of insurance to
write.”

241. The 2003 10-K also repeated SIRVA's critical accounting pedidor revenue
recognition, insurance reserves, and claims resenagstantially the same language as
contained in the IPO ProspectuSed 1144-46nfra.)

242. With regard to revenue recognition, the 2003 10-K added:

In connection with the adoption of EITF 99-19, "Reporting
Revenue Gross as a Principal versus Net as an Ag&ii'R'99-
19"), we performed an initial review of our different reve
streams to assess the appropriate presentation ofseacte of
revenue. Since that time, and as the underlying business h
developed, we review each new revenue stream and petipdica
reassess our analysis of existing revenue streams tondetehe
appropriate presentation. Based on these assessmeahtthen
guidance contained in EITF 99-19, we recognize the majofity o
our operating revenues on a gross basis.

243. With regard to the Company’s insurance reserves, the Ed+kreiterated
much of the same information as in the IPO and SP&pentuses, adding that, at
“December 31, 2003 and 2002, our insurance reserves totaled $53.7 anticb48.7
million, respectively.” £ee 1144-45 above.)

244. The Company further touted its Network Services divisis it had in the
SPO Prospectus, and again explained its insurance ressritdgad in the IPO and SPO
Prospectuses, which the Company reported as $80 millioeadriber 31, 2004, compared
to $76.5 million at December 31, 20035e€ 144-45 above.)

C. Reasons for Falsity: 40 and FY 2003

245. Contrary to Defendants assurances in paragraphs 237-239thab&RVA
maintained adequate internal controls, Defendants wowddalimit that the Company in

fact did not maintain effective internal controlsed, e.g., 11335(c), 357.)
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246. Contrary to Defendants’ statements regarding its “lisW’ insurance
businessgee 1232 above), “very careful risk modelséed 1235 above) and “cautious
approach” ¢ee 1240 above), as well as SIRVA's critical accounting@ed for insurance
and claims reserveseg 1241 above), Defendants had under-reserved its insurannedsus
in order to boost short term profits and meet budget apcbperly failed to take a timely
charge to accrue additional liabilities relating to SIRY Aiultiple-line property and
commercial liability insurancesg¢e 19131-170 above).

247. Contrary to Defendants statements praising SIRVA’s djp@isiin Europe,
Defendants knew that SIRVA was experiencing serious prabie Europe and could not
meet budget in EuropeSde 1197-130 above.)

248. Contrary to statements regarding SIRVA'’s criticalaatting policies for
revenue recognitiorsge 1241 above), SIRVA improperly recognized premium revenue and
commission incomesge 11373-374 below) and improperly accelerated revenues retated t
both corporate fees and referral fese {[1377-379 below).

249. Defendants’ projections for 2004 in paragraph 234 above wegzialit
false and misleading, because, without Defendants’ clogdisd improper accounting
manipulations gee 11347-357, 359-399 below), SIRVA would not be able to meet
Defendants’ projections for 2004.

250. The financial results for the fourth quarter and fidtél year 2004 announced
on February 10, 2004 and included in the 2003 10-K were materiskydad misleading
because they were achieved through improper accounting confiormance with GAAP.

(See 111359-399 below.)
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D. Defendants’ False 10 2004 Public Statements

251. On April 27, 2004, SIRVA announced “strong results for thet fyuarter
ended March 31, 2004.” In a press release, Defendants redottelé-digit growth in
revenues and income in the quarter:

SIRVA, INC. (NYSE: SIR), a global relocation serviga®vider,
today reported net income of $6.4 million, or $0.09 per diluted
share, for the first quarter ended March 31, 2004. This reysese
$7.9 million increase from the company’s net loss of $1.5amijl

or $0.05 per diluted share, for the first quarter of 2003.

SIRVA'’s operating revenue for the first quarter 2004 was $529.0
million, an increase of 11.6 percent from $474.2 million in
operating revenue for the first quarter 2003. The company’s
revenue less Purchased Transportation Expense (PTE),tor ne
revenue, was $265.6 million for the first quarter 2004, up 21.7
percent from $218.3 million in net revenue for the firstrtpraof

last year, partially driven by favorable foreign curremeypacts

and by acquisitions. SIRVA’'s 2004 first quarter income from
operations was $16.4 million, up 28.1 percent from $12.8 million
in income from operations for the first quarter of 2003

252. Defendant Kelley touted the Company’s reported resugtgjrang investors
that all of SIRVA'’s operating segments performed wed|uding Europe:

“Our strong first quarter results reflect the strength omr
relocation offerings around the world,” said Brian P.llé&g
president and chief executive officer of SIRVA. “We’sglefining
relocation for our customers and bringing them real qualit
improvements and cost reductions. All four of our busines
segments performed well operationally and we made signtf
progress in broadening our services offering and expanding our
presence throughout the European continent.”

253. According to the Defendants, the Company’s businesswagong that they
raised their earnings guidance for the year. In this ded@efendant Kelley made the
following announcement:

“We are confident in our ability to meet our financgdals for
2004: a plus 10 percent increase in organic net revenue dod a p
20 percent increase in operating income,” Kelley said.vé@iour
first quarter performance, and the positive forward iics for
relocation initiations and moving volumes, we are raisng
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earnings per share guidance for the year from $1.15 - $1.16 to
$1.17 - $1.20. For the second quarter we expect earnings per shar
of $0.22 - $0.23. This compares to earnings of $0.09 per share
realized in the second quarter of last year.”

254. On the same day, Defendants Kelley and Ryan held areontecall with

analysts. With regard to Network Services, which includBd/8’s insurance business,

Defendant Kelley specifically stated:

[W]ithin Network Services, in the first quarter, we begdme
integration of the Move-Pak acquisition we announced in
February. Move-Pak is a strong complement to our agisti
moving and storage insurance customer base and it provides a
strong West Coast presence for us. Now, Move-Pak asisdily

an insurance broker, selling the very policies we do teereifft
customers in the market. As a broker, they did not uniterw
these policies. With the acquisition, we take overuhderwriting
which gives us the profit of both the broker and the wmdear
allowing for a higher return with very little additionask. The
integration has gone very well, and this acquisition &lasady
delivering strong results, in fact, in its first 18 monthes expected

to deliver incremental operating income in excess adtpiisition
price. The organic growth in Network Services is headthiynore
than two-thirds of this segment's revenue growth came @agbni

255. With regard to SIRVA’s European operations, Defendanteyedtated

All in all, we got off to a very strong start in 2004. Ciust-
quarter results were validation of our strategic direcamd our
core competencies. We're generating organic growtlighrgost
selling relocation and moving services to our corporate tslien
We're quickly integrating and growing acquisitions anclasys,
we're sharply focused on costs, productivity and quality

256. Defendant Ryan touted the Company’s excellent finhnesalts for the

quarter:

Operating revenue for the first quarter was 529 million, up 12
percent from the first quarter of 2003. Net revenue in ifs¢ f
qguarter was 266 million, that's up 22 percent from the sanedpe
last year. Excluding the impact of acquisitions and rfable
currency impact, net revenue grew 10 percent in the quarter
Earnings per share for the quarter were 9 cents, thgtazesito a

5 cent per share loss in the same period a year ago.
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257. Defendant Kelley then further assured the analysts andtinggoublic that
the Company was on track to meet its long-term finamgmals and raised EPS guidance.

Overall, we got off to a great start to the year. wislook forward

for the full year, we're comfortable that we canwlion our long-

term financial goals. Which are 10 percent plus organic net
revenue growth, and 20 percent plus EPS growth, driven piyma
through operations. Given our strong first-quarter perfocean
and the positive forward indicators we're seeing in rifeket,
we're raising our full-year EPS guidance to $1.17 to $1.20 per
share. And for the second quarter, we expect EPS of
approximately 22 to 23 cents per share versus the 9 cents we
earned in last year's second quarter.

258. Regarding the Company’s growth in Europe, Defendant Keltsyvered
analyst questions:

CHRIS HUSSEY: Looking at the numbers, Europe seemed to be
one of the key drivers for the out performance in & fwam our
perspective. The FX issue, obviously the topline but not rafiah
bottom line | would imagine -- all of your costs aredtly based.
Can you walk through a little bit, Brian, what are you gdping
exactly in Europe that is allowing you to get these margmso
quickly? Is it Scanvan? Did they come in with a bettergmathan

we anticipated or is this just blocking and tackling?

BRIAN KELLEY: It is blocking and in tackling, Chris. lis
looking at all of the operations we have across the dvl the
continent. It's looking at how do we continue to wriogts out of
this and wring efficiency in productivity out of it and donta way
that is better and do it on an ongoing basis. Th@rteffas been
going on for 12 months, 18 months, and we anticipate we wil
continue to be able to do this. If we look at this,talked a little

bit about Europe, we want to be able to continue to taéecost
out, rip the cost out, make sure that we've got an effianodel so
that we can invest in the front end. Invest in sglland marketing
SO we can grow the business. And that is basically wiahave
done. We have invested a significant amount in sales and
marketing there. We had to have the cost reductiomderdo do
that and get the productivity to do that. So, that istwou're
seeing in Europe.

CHRIS HUSSEY: Should we expect then this margin
improvement to continue the profit growth continue ouEofope
for the rest of the are you going to maybe take sontki®excess
profit?
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BRIAN KELLEY: You'll probably see us invest some of thisda
continue to grow.

259. On May 7, 2004, SIRVA filed its first quarter 2004 report vitie SEC on
Form 10-Q (“1Q04 10-Q"). The report was signed by DefendgahRas well as SIRVA
Corporate Controller and Principal Accounting Officesridis M. Thompson, and reiterated
the financial information contained in the April 27, 2004 pmedease. The Form 10-Q
included certifications from Defendants Kelley and Ryaneasired by Sections 302 and
906 of the Sarbanes-Oxley Act of 200Ze€ {11237-238 above.)

260. Inthe 1Q04 10-Q, Defendants reassured investors that timeiiheesults
reported therein were presented in accordance with GA#dPfaarly presented the
Company’s actual results, stating:

Management of the Company believes the interim financial
statements include all adjustments, including normal regur
adjustments, necessary for a fair presentation of fitrencial

condition and results of operations for the interimriquis
presented.

261. The 1Q04 10-Q also repeated SIRVA's critical accounting jeslifor
revenue recognition, insurance reserves, and claimyessersubstantially the same
language contained in the IPO Prospectus and 2003 1KY {44-46, 241 above.)

262. With regard to insurance and claims reserves, the 1Q04 Hui€pl ahat, at
March 31, 2004, insurance reserves totaled $51.7 million andsctaserves totaled $19.6
million.

263. The 1Q04 10-Q also repeated the assurances that the Compaefiebtive
controls and proceduresSeg 11239 above.)

E. Reasons for Falsity: 10 2004

264. The financial results for the first quarter 2004 announcedwil 27, 2004
and included in the 1Q04 10-Q were materially false and rdisigdbecause they were
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achieved through improper accounting not in conformance®AAP. (See 11347-357,
359-399 below.)

265. Defendants assurances in the 1Q04 10-Q that the intexamcial statements
gave a fair presentation of the financial conditiod egsults of the Company were materially
false and misleading, because, the financial stateraentally contained numerous
violations of GAAP. $ee 11347-357, 359-399 below.)

266. Defendants’ statements regarding SIRVA'’s insurance vesedee 1254
above) were materially false and misleading, becaws€dmpany had under-reserved its
insurance business in order to boost short term profitsraed budget and improperly failed
to take a timely charge to accrue additional liabilitidstieg to SIRVA’s multiple-line
property and commercial liability insuranced 11131-170 above).

267. Contrary to Defendants’ statements praising SIRVA'’s afg@ns in Europe,
Defendants knew that SIRVA was experiencing serious prabie Europe and could not
meet budget in EuropeSde 197-130 above.)

268. Contrary to statements regarding SIRVA's critical@aatting policies for
revenue recognitiorsgef 261 above), SIRVA improperly recognized premium revenue and
commission incomesge 373-374 below) and improperly accelerated revenues related to
both corporate fees and referral fes {[1377-379 below).

269. Defendants’ projections for 2004 in paragraphs 253 and 357 aboge we
materially false and misleading, because, without Defaistdandisclosed improper
accounting manipulationsee 11347-357, 359-399 below), SIRVA would not be able to
meet Defendants’ projections for 2004.

270. The statements in the 1Q04 10-Q that the Company mainteffestive

controls and procedures were materially false and ndisigabecause, as Defendants would

100



later admit, the Company in fact did not maintain effectnternal controls. See, e.g.,
191335(c), 357.)

F. False Statements In Connection With The 2004 Proxy and 2003 Annual
Report to Shareholders

271. In connection with SIRVA's first annual meeting witheseholders as a
public company held on May 27, 2004, the Company filed its Praatgi®ent on Form 14A
with the SEC on April 19, 2004 and issued its 2003 Annual RepotareBolders (“Annual
Report”).

272. Defendants Kelley and Rogers’ letter to shareholdetsded in the 2003
Annual Report assured investors that the Company was cadrtottorporate governance:

BUILDING SHAREHOLDER TRUST Companies today must
demonstrate a true commitment to responsible, proactide a
independent governance. From our inception, SIRVA has docus
on earning the trust and respect of our shareholders. We dav
strong Board of Directors that operates with full thisare and
transparency and that works hard to meet the highestastimof
fiduciary responsibility and corporate effectiveness. Oueddors
truly act as stewards. They uphold the spirit and letterur own
code of conduct, spelled out in SIRVA’s Guide to the Cotle
Business Conduct, everywhere we operate. Our Board osesisee
corporate strategy designed to deliver predictable future growt
and a competitive return on invested capital.

* * %

The governance of our company is in excellent shape. Our
Directors are independent in their advice, knowledgesitbeit the
business, highly interested in the management team andezhga
both strategically and financially.

273. Defendants Kelley and Rodgers also praised the Companyjsagrosince its
IPO:

In November of 2003, we completed our initial public offering

(IPO). We used the proceeds to pay down debt. We alsoatdz

to recapitalize the balance sheet, cutting our intggagments in

half. At a time when many economies are still sluggistiinahe

early stages of recovery, we delivered a strong financial

performance. Our operating revenues increased 8 percemraur
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forma income from operations rose 38 percent, and we a@feder
$89 million of free cash flow. And we accomplished this @hil
reinvesting heavily in our “Relocation Redefined” strategy.

274. The Annual Report included financial statements for sy ended
December 31, 2001, 2002 and 2003, together with an Independentraudiport by PwC
assuring investors that the financial statements faidggmted the financial position of
SIRVA and the results of operations and cash flowgweconformity with GAAP.

275. The Annual Report also included a statement signed bynDafes Kelley
and Ryan explaining management’s responsibility fominma statements:

Management’s Responsibility for Financial Statements

Management is responsible for the preparation and cootehe
financial statements included in this annual report. The diaan
statements have been prepared in conformity with generally
accepted accounting principles and reflect management’s
judgments and estimates concerning effects of events and
transactions that are accounted for or disclosed.

SIRVA, Inc. and its subsidiaries maintain accountingesys that

are supported by internal accounting controls. Thesersgstad
controls provide reasonable assurance that assets ageiaaled
and that transactions are executed in accordance with
management’s authorization and recorded properly to péhnmit
preparation of financial statements in accordance withrgéye
accepted accounting principles. At the end of our nexalfigear,

our independent auditors will report on our assertionsoashe
effectiveness of our internal controls over financigpbarting as
required under Section 404 of the Sarbanes-Oxley Act of 2002.
We are confident in the effectiveness of our integmaitrols and

our ability to meet the requirements of this legisiatio

Ethical decision-making is fundamental to our management
philosophy. Management recognizes its responsibility for
fostering a strong ethical climate and is committeddndacting

its business with integrity and complying with Managensent’
Responsibility for Financial Statements both the tedtel spirit of

the laws and regulations that govern our operations.pld&me
awareness of these objectives is achieved through keyenvrit
policy statements, a Code of Business Conduct and training.

The Audit Committee of the Board of Directors is congmbsolely
of independent non-employee directors. This committeetamee
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periodically with the internal auditors, managemend ahe
independent auditors, who have free access to the committe
without management present, to discuss the resultiseof work

and their evaluation of the internal control struetand the quality

of financial reporting.

276. The Annual Report also repeated SIRVA'’s critical actimgrpolicies for
revenue recognition, insurance reserves, and claimyessersubstantially the same
language contained in the IPO Prospectus and 2003 18K { 44-46Gnfra.)

277. The Proxy filed in connection with the annual meetindghshareholders
included a report of the Audit Committee of the Boar®wéctors of SIRVA:

AUDIT COMMITTEE REPORT

During fiscal year 2003, the Audit Committee of the Board
reviewed the quality and integrity of SIRVA's financiaporting

and other internal control processes, the quality amdiity of its
financial statements, its compliance with legal andul&tory
requirements and its code of conduct, the qualificatiand
independence of its independent auditors, the performance of it
internal audit function and independent auditors and other
significant financial matters. Each of the Audit Corttee
members satisfies the definition of independent direcer
established in the NYSE corporate governance listingdstrds.
During the year, in accordance with section 407 of thbses-
Oxley Act of 2002, SIRVA identified Carl Stocker and Rohért
Dellinger as the Audit Committee's "Financial ExpertdR\FA
operates with a January 1 to December 31 fiscal ydsr.Audit
Committee met eleven times, including telephone meetthgsng

the 2003 fiscal year.

The Board adopted a written charter for the Audit Cotemiin

2002, which was subsequently amended and restated on November
24, 2003. The Committee operated under those charters during the
2003 fiscal year. The Audit Committee has reviewed thevaete
requirements of the Sarbanes-Oxley Act, the reviseskraf the

SEC, the new corporate governance listing standartedllYSE
regarding audit committee policies, and the Committebarter

with respect to these requirements.

The Audit Committee intends to further amend its chartfer

necessary, as the rules and standards evolve to treflec

additional requirements or changes. You can accessatbet |

charter at www.SIRVA.com or by writing to us at SIRVKg.,

700 Oakmont Lane, Westmont, Illinois 60559, Attention: Inmest
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Relations. A copy of the current charter is enclose8@endix A
to this proxy.

The Audit Committee has reviewed SIRVA's audited codategd
financial statements and discussed such statements with
management. The Audit Committee has discussed with
PricewaterhouseCoopers LLP, SIRVA's independent auditors
during the 2003 fiscal year, the matters required to be detirs
Statement of Auditing Standards No. 61 (Communicatiorh wit
Audit Committees), as amended. The Audit Committee also
received from management the CEO/CFO financial reporting a
disclosure certifications required by the Sarbanes-Ofletyand
SEC rules relating thereto and has reviewed and discussed w
management the processes in place to provide such cediika

The Audit Committee has received and reviewed the written
disclosures and the letter from PricewaterhouseCoopef
required by Independence Standards Board Standard No. 1
(Independence Discussions with Audit Committees), and has
discussed with PricewaterhouseCoopers LLP its independence
from SIRVA. Based on the review and discussions notexey

the Audit Committee recommended to the Board that
PricewaterhouseCoopers LLP be retained in its curreet as
SIRVA's external auditor and that SIRVA's audited ctidated
financial statements be included in SIRVA's Annual Report on
Form 10-K for the fiscal year ended December 31, 2003, and be
filed with the SEC.

G. Reasons for Falsity: 2004 Proxy and 2003 Annual Report to Shareholde

278. The statements in the Proxy and Annual Report regardinmpate
governance and SIRVA'’s Code of Business Conduct detailpdragraph 272 above, were
materially false and misleading because the Companyetaally violating GAAP in a
number of ways. See 11347-357, 359-399 below.)

279. Defendants Kelley and Rogers’ praise of the Company’'grpss since the
IPO detailed in paragraph 273 above was materially falderasleading because they failed
to also disclose that the Company’s progress was thit oésmproper accounting
manipulations. $eef1347-357, 359-399 below.)

280. The financial statements included in the Annual Repomyedisas PwC'’s

Independent Auditor Report detailed in paragraph 277 abowe materially false and
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misleading because the financial statements were notrptepeaccordance with GAAP.
(See 1111347-357, 359-399 below.)

281. The statement signed by Defendants Kelley and Ryamieiud
management’s responsibility for financial statementailéel in paragraph 275 above was
materially false and misleading because the finanagistents were not prepared in
accordance with GAAP and Defendants were engaging ouatiog manipulations(See
111347-357, 359-399 below.)

282. The critical accounting policies for insurance reseam$claims reserves
contained in the Annual Reporeé 273 above) were materially false and misleading
because the Company had under-reserved its insurancedsusimeder to boost short term
profits and meet budget and improperly failed to take a yiwieghrge to accrue additional
liabilities relating to SIRVA's multiple-line property drcommercial liability insurancesde
9131-170 below).

283. The critical accounting policies for revenue recognitiontained in the
Annual Reportgee 1276 above) were materially false and misleading be@GiRéA
improperly recognized premium revenue and commission iadsa® 11373-374 below) and
improperly accelerated revenues related to both corporedeafel referral feesee 11377-
379 below).

284. The Audit Committee Report contained in the Proxy wasnadly false and
misleading because the 2003 Form 10-K was not preparedardaoce with GAAP e
19347-357, 359-399 below) and the Company lacked adequate intertnalsc@ee, e.g.

19335(c), 357 below).
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H. The SPO Prospectus

285. The false and misleading statements contained in tepPctus filed in
connection with the June 10, 2004 SPO detailed in paragraphs bo\&S3are also
actionable as false statements under the ExchangelhAetreasons for falsity of the SPO
Prospectus are detailed above in {63, 47-53.

l. Defendants’ False 20 2004 Public Statements

286. On August 5, 2004, SIRVA reported “strong results for thersecuarter” of
2004, with operating revenues up 15% and net income nearlgdripls compared to the
second quarter of 2003:

CHICAGO, August 5, 2004 — SIRVA, INC. (NYSE: SIR), a global
relocation services provider, today reported net incom&1@t5
million, or $0.23 per diluted share, for the second quartdedn
June 30, 2004. This represents an $11.3 million increase fem th
company’s net income of $6.2 million, or $0.09 per diluted share
for the second quarter of 2003.

Excluding one-time items, SIRVA reported earnings of $0.24 per
diluted share in the second quarter, more than doubleetttnd
guarter of 2003.

SIRVA's operating revenue for the second quarter of 2004 was
$668.8 million, an increase of 15.4 percent from $579.8 million in
operating revenue for the second quarter 2003. The company’s
revenue less Purchased Transportation Expense (PTE),tor ne
revenue, was $319.7 million for the second quarter of 2004, up
23.1 percent from $259.7 million in net revenue for the second
qguarter of last year. SIRVA’s second quarter 2004 incawmen f
operations was $33.0 million, up 33.6 percent from $24.7 million
in income from operations for the second quarter of 2003.

287. Defendant Kelley touted the Company’s European growth:

“We continue to invest in our European and Asia Pacific
operations with the goal of developing a powerful sellimgl a
marketing capability across the rest of the world like ave in
the U.S.,” Kelley said. “We are building the infrastwe for
future growth.”
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288. Defendants also expressed their confidence in the Congpahiity to meet
the previously disseminated earnings guidance:

With strong performance in the first half of the ydae company
remains confident that it will deliver on its stated cohje of

$1.17 - $1.20 earnings per share for 2004, based on an average
sharecount assumption of 75.5 million shares. With teecese of

the Exel warrants, the average sharecount will now be
approximately 77.1 million shares in the third and fourth qusurt
Accounting for this impact, the company’s revised guidance fo
2004 is arange of $1.15 - $1.18 per diluted share.

289. On the same day, Defendants Kelley and Ryan participa#donference
call with analysts, wherein they touted the Compangt®ad quarter results and discussed
future earnings estimates. Defendant Kelley specificadited:

We are very pleased with our results in the second qudrteghe
quarter, we delivered 15 percent growth in our operating revenue,
23 percent growth in net revenue, 25 percent growth in operating
income, and we delivered an EPS, an earnings per shagal of
cents, more than double last year's second quarter. Tdmsdes
reflect the success of our business model which allogsvgou
continue to win market share in our key segments, improve
operating margins, and generate strong free cash flow.thd
second quarter, we performed well in each of these Hreses.

290. Defendant Kelley again assured analysts and the invesiblg that SIRVA
would be able to meet its previous guidance:

As we look to the rest of the year, we're confiderun ability to
deliver operationally on our previous guidance of earnings per
share in the range of $1.17 to $1.20 for the year which aseadb

on average share count of roughly 75.5 million shares.

291. Inresponse to analysts questions, Defendant Kelggdst

BRIAN KELLEY: [] we have come out and publicly, wherew
went public we said we were going to grow net revenue plus 10
percent. The estimate we just put in for the full ygeows, and
now we're at 14 percent. We said we are going to grovabipgr
income. We said EPS would grow at 20 percent, that will @oubl
We said most of it will be driven by operating income, chihive

said would be about 20 percent. We are growing that at 28mnger
on the current estimate.
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Cash flow is quite strong, well stronger than whatooemitted.
So we are very comfortable and strategically our plarrewe'
executing on all fronts. We have an ST business thakly is
worse than we thought going into the year. We are #ble
overcome it and still overdeliver in the first half, and simply
want to make sure that we have protection in the secolidoha
overcome it as well.

GARY YABLON: Okay. But | just want to make sure I
understand the context of what is going on here. Yoeamgng -

- the base business of what is going on at this compabetier
than what we are seeing in these reported figures?

BRIAN KELLEY: Absolutely.

*k%k

We're very comfortable with where we have been, witlat is out
there today. We are comfortable that as we look foiwave
couldn't be more comfortable in the core of our businessur
Relocation Solutions business around the world, in oumwdiét
Services business around the world. We look at whereree a
heading, we look strategically where we're heading, hv@nare
executing, our operating performance, cash flow as Itiowad,
operating margin accretion. All of those things areific for us.

292. Regarding the Company’s insurance services Defendant Kstdiead:
Also noteworthy, the insurance services combined ratiotHer
most recent quarter remained in the 80 percent range wigahan
we are growing this business without compromising our risk
standards. We're on track to deliver continued driver drastwe
pursue the nearly 200,000 risk qualified independent driverin th
USA today.

293. On August 13, 2004, SIRVA filed its second quarter report amHA®-Q
with the SEC (“2Q04 10-Q”). The report was signed by DefenBgan, as well as SIRVA
Corporate Controller and Principal Accounting Officeeribis M. Thompson, and reiterated
the financial information conveyed in the August 5, 2004 predsgase. The 2Q0410-Q

included certifications from Defendants Kelley and Ryaneasired by Sections 302 and

906 of the Sarbanes-Oxley Act of 200&eg 1237-239 above.)
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294. Inthe 2Q04 10-Q, Defendants again reassured investors thatatheial
results reported therein were presented in accordancé&witti®, and fairly presented the
Company’s actual results.

295. The 2Q04 10-Q referred readers to the critical accountingig®described
in the 2003 10-K.%ee 1 44-46, 241 above.)

296. The 1Q04 10-Q also repeated the assurances that the Compaefiebtive
controls and proceduresSeg 1239 above.)

J. Reasons for Falsity: 20 2004

297. The financial results for the second quarter of 2004 anndwntéugust 5,
2004 and included in the 2Q04 10-Q were materially false andadisig because they were
achieved through improper accounting not in conformance®@AAP. (See 11347-357,
359-399 below.)

298. Contrary to Defendants statements touting SIRVA’s Beam growth in
paragraph 287 above, Defendants knew that SIRVA was exp@geserious problems in
Europe and could not meet budget in Eurofgee {97-130 above.)

299. Defendants’ repeated assurances that SIRVA would me€ampany’s
guidance for 2004 in paragraphs 288-291 above were materiallyafalsaisleading,
because, without Defendants’ undisclosed improper accguma@mipulationsgee 11347-
357, 359-399 below), SIRVA would not be able to meet Defendpragctions for 2004.

300. Contrary to Defendants’ statements regarding the Compamgtirance
businessgee 1 292 above) as well as SIRVA's critical accountinggeed for insurance and
claims reserves and the amount of reservesae{295 above), the Company had under-

reserved its insurance business in order to boost shorptefits and meet budget and
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improperly failed to take a timely charge to accrue additibabilities relating to SIRVA'’s
multiple-line property and commercial liability insurar(see 19131-170 above).

301. Defendants assurances in the 2Q04 10-Q that the intexamcial statements
gave a fair presentation of the financial conditiod egsults of the Compangege § 294
above) were materially false and misleading, becahsdirtancial statements actually
contained numerous violations of GAAPSe¢ 11131-170 above.)

302. Contrary to statements regarding SIRVA'’s criticalaatting policies for
revenue recognitiorsée 1295 above), SIRVA improperly recognized premium revenue and
commission incomesge 11373-374 below) and improperly accelerated revenues retated t
both corporate fees and referral fes {[1377-379 below).

303. Contrary to Defendants’ assurances in paragraphs 296 #iza\®lRVA
maintained adequate internal controls, Defendants wowddalimit that the Company in
fact did not maintain effective internal controlsed, e.g., 11335(c), 357.)

THE TRUTH REGARDING SIRVA'S INADEQUATE LOSS RESERVE S AND
PROBLEMS IN EUROPE IS SLOWLY REVEALED

A. SIRVA Announces $15.2 Million Charge To Increase Insurance Lss
Reserves As Well As Poor Results In Europe

304. Atfter the close of ordinary trading on November 9, 2004, Rxnounced
its third quarter 2004 results, also revealing that SIRVA faaed to take a $15.2 million
charge to increase insurance loss reserves. Becausedbfarge, and poor results in Europe,
SIRVA reported a sharp decline in operating income.

305. SIRVA also announced that, because of belatedly distloszblems, it was
significantly scaling back its expectations, “revising2@4 earnings guidance to $0.85 -
$0.87 per share from continuing operations,” from the $1.1720%ier share it had

reaffirmed in its second quarter press release.
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306. Later that same day, Defendants held a conferencevidalanalysts. During
the call Defendant Kelley explained that the $15.2 mmilbbarge to increase loss reserves
was due to recent growth reducing claims loss predictahifitiythat the Company’s new
actuary, TillingHast, informed the Company of the neesigaificantly increase loss
reserves. Kelley also stated that the reserve &itsrtvere primarily in three lines of
SIRVA's insurance business: occupational accident, workengpensation and commercial
auto.

307. Defendant Kelley explained how the change in actuaadschused the
Company to take the $15.2 million charge to insurance Iessves:

We've grown this business and we changed actuaries May of this
year our previous actuaries gave us analysis through 12-31 and tha
said where our reserves were in the range. We're tha, is
acceptable and so we were fine with that. We changedrgts in

July. In mid August, met with the new actuary and histdiy,

what we've done for years is we are required at theoémgch

year to file a statutory filing with the state to w@®s that our
reserves are accurate and we do that every year.

308. Inresponse to analysts questions, Defendant Kellewyttadl that the
Company should be conducting actuarial reviews more thae twear:

BRIAN KELLEY: And if you look at the way we've typicgldone
this to get actuarial estimate at mid-year and at ypeal, you
know, one of the clear things we'll do now is we'll beking at it
daily, week weekly, monthly and making sure it's notugiioto do
-- it's not enough to do an actuarial estimate twigear. We've
down that historically forever.

TONY: right

BRIAN KELLEY: And so if -- if these estimates movingrieard

are accurate, we're going to -- we're going to take-ttiee actions
we need to make sure that we're looking at claims and tl want

to give you the view that we're not looking at claimiVe

constantly look at claims. The issue is you get amaael

estimate which is a combination of science and art andet'them
twice a year. | can tell you we' ore going to gebtanhore than
two a year now.
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309. Inresponse to analysts’ questions, Defendant Kellplaged that there had
been a change in losses:

TONY: I'm still a little bit confused on the insurance sida that,

you know, we've got three to four years of loss ratia datre and
those numbers in general have been treading down. You, know
you were kind enough to provide us with, you know, the \veise

up on this business at this point in time and | kind of g ba the
guestion that Josh asked at the beginning of the call. thge
been a change in loss, because | guess so or are you tedling
your new actuary says you need to reserve more butghsen

no change -- has there been a change in the perfoemanc

BRIAN KELLEY: No | want to be very clear on this. @&ite has
been a change in losses.

TONY: And is that just -- so that the loss ratidhe quarter, was it
huge?

BRIAN KELLEY: The loss ratio in the quarter -- when yget an
estimate it reflects both policy -- or accident w2002, 2003,
2004, and so they came in and took a look at all of thésel a
portion of it was for prior periods and a portion of iasvfor the
current period.

310. Defendant Ryan then explained how loss reserves datad:

JOAN RYAN: the only thing that | would add to that is the
ultimate loss reserve was calculated understanding tivbatetails
were with a deep understanding of the policies and themnigai
historical you know loss rates and development ratée table to
come up with what we are now going to book at going &wdw

311. Defendant Kelley also explained how the Company wouldgdas
insurance business in the future to fix its insurance &ssrves problem:

And here's how we plan to fix each of these three linEgst
occupational accident. We will continue to grow this padiie
business. It represents 32% of our insurance businessuit's
largest and most profitable line. But going forward, wig w
minimize volatility by reducing our retained risk from $500,000
per occurrence to 250,000. The second line is worker's
compensation, which currently represents 9% of our insurance
business. Effective with our January 1, reinsurance ralsewe

will increase reinsurance worker's comp from 50% to 80% there
reducing our risk by 50%. And we've set a hard cap going fdrwar
to ensure worker's comp stays at less than 10% of theiyreas
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it is today. Finally, the general freight commeraato lines. This
business is 14% of our insurance revenue and at the nswakes
estimates for this line it's only marginally profitabtewse stopped
writing new policies as of November 6th. End of story tlat
line. These changes are not temporary fixes. Thégcted more
conservative approach of this business going forward. BEgga
these operational actions, re-adjusting our reservessaaling
back our growth targets. We expect to retain the stabté
predictable characteristics that have defined this busines
historically. This business has averaged a combined iratioe
low 80% range for over ten years. And with these more
conservative loss estimates we will raise our expgatombined
ratio to the mid to high 80s for 2005 which we estimate negult

in a negative P&L impact of approximately $2.5 million per
quarter, but we expect the actions we've taken to quicklyrre
this business to the combined ratios we've experiencedtbeer
last few years in the low 80s. Even with these nesgerre levels
our insurance business continues to be a high margin bsidores
us and will continue to out-perform its peer group of inscgan
companies but it will become an increasingly smaller parur
results less than 20% of our operating income as we guo\ware
relocation business at a much faster rate.

312. SIRVA's disclosures caused its stock price to drop froB1 B2 per share on
November 9, 2004, to $17.95 per share on November 10, 2004, ayodedaf 24.5%, on
unusually heavy trading volume.

313. SIRVA's failure to accrue material liabilities for exqted losses related to
SIRVA's multiple-line property and commercial liabilitgsulted in financial results that
were materially false and misleading. Indeed, the $15l®midharge was an increase of
36% over year-end 2003 figure of $41.6 million. The materiaiglso evidenced by the
fact that if not for the failure to take the chargeb.2 million, for example in the twelve
months ended March 31, 2004, SIRVA'’s income from operatiangdd have been
essentially flat.See SAB No. 99 (stating that in assessing the materiafiy misstatement
the registrant must consider whether the misstatemasks a change in earnings or other
trends [and] whether the misstatement hides a faitunegiet analysts' consensus

expectations for the enterprise). In contrast, SIRMAted that “[t]hese represent increases
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of 8% and 28% over our operating revenues and income froratmpes, respectively, for
the twelve-month period ended March 31, 2003, resulting freomaination of internally
generated and acquisition growth.”

314. Analysts at Deutsche Bank later explained on Nove@p2004 that SIRVA
had changed its actuary in order to comply with the S®b®xley Act, as its actuarial firm
had also been its audit firm for more than 10 yeatse dnalyst also noted that SIRVA had
also hired an internal actuary, a position which the @amg had not had up until that time.

315. JP Morgan analysts Bradley Safalow and Sofya Tsinidoaded the
Company to Neutral on November 10, 2004 stating:

We are downgrading [SIRVA] from [Overweight] to [Neaijr &
taking it off JPM FL for the following reasons: the gn@ude of
reserve taken in 3Q suggests that ins. claims mighsibpg rwhich
could impact future Q's, improving profitability in [SIRVA'S]
European div. could take several Q's, & we don't see any NT
catalysts.

316. Although SIRVA had announced bad news on November 9, 2004 regarding
the charge necessary to increase insurance reserv€rtipany had not yet revealed the
full extent of its problems.

317. Indeed, in a November 9, 2004 analyst report, Credit SHisgteBoston
analysts Joshua Rosen, Gregory Cappelli, Jeremy DadiSmita Vadlamani continued to
maintain a positive outlook on the Company based oemints’ statements:

While we've significantly scaled back our expectations tfer
international relocation and Network Services busirgssee
continue to believe the company is in the early stafasbusiness
model transformation that is driving stronger growth anchdrig
margins through its competitive advantage within compr&kien
relocation services. We believe management has taken a

conservative approach to guidance this time and has positiomed
company to deliver on the lowered expectations.
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318. On November 15, 2004, SIRVA filed its third quarter report omF10-Q
with the SEC (“3Q04 10-Q”"). The report was signed by DefenBsan, as well as SIRVA
Corporate Controller and Principal Accounting Officesridis M. Thompson, and reiterated
the financial information conveyed in the November 9, 20@49release and explained the
impact of the $15.2 million charge to increase insurargereserves. The 3Q04 10-Q
included certifications from Defendants Kelley and Ryaneasired by Sections 302 and
906 of the Sarbanes-Oxley Act of 200Ze {11237-239 above.)

319. Inthe 3Q04 10-Q, Defendants again reassured investors thatatheial
results reported therein were presented in accordancé&wigti®, and fairly presented the
Company’s actual results.

320. The 3Q04 10-Q referred readers to the critical accountingig®described
in the 2003 10-K.%ee 1 44-46, 241 above.)

321. The 3Q04 10-Q further explained the charge for loss reserves

(d) Insurance Loss Reserves

The Company’s multiple-line property and commercial ligpbil
insurance group sets its reserve rates to provide for explses
based on a percentage of earned premiums. The percesntage
based on historical data, run rates and periodic revieactofrial
analysis of claim payments and expected claim costldement.
Insurance loss reserves were $57,787 and $41,582 at September
30, 2004 and December 31, 2003, respectively. During the three
months ended September 30, 2004, the Company increased its
insurance loss reserves by $15,207. The primary component of
this increase was $12,107 related to estimated ultimateslosse
This change in estimate resulted from the Company rawpa
number of factors including more experience with losses how

they develop and actuarial data as of September 30, 2004 whic
indicated unfavorable development of prior period clainfdis
increase was the result of a change in estimateharsdrécognized

in income in the current quarter. In addition, the inswagroup
incurred significant losses during the three months ended
September 30, 2004 as a result of increased claims resuithimg f

the hurricanes that inflicted substantial damage inSbatheast
region of the United States. Reserve estimates of $3)yH0O
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recorded for these specific claims. Insurance lossigoms are
recorded in Other Direct Expense.

322. The 3Q04 10-Q repeated the assurances that the Company ltigdesffe
controls and proceduresSeg 1239 above.) However, the 3Q04 10-Q also revealed for the
first time that its internal controls may not be quaate:

We are currently undergoing a comprehensive effort to somp
with Section 404 of the Sarbanes-Oxley Act of 2002. Caanpé

is required as of our year-end of December 31, 2004. Tlost eff
includes a detailed plan to document, evaluate the demigintest
the effectiveness of our internal controls. Our revawcess has
identified certain internal control items that we hawvgroved or
continue to improve. These items include information teldgy
system controls, further formalization of policiedgirocedures,
improved segregation of duties, and enhanced monitoring ¢antro
While we do not currently expect to have any materiakmesses

in our internal controls as of December 31, 2004, we cannot
provide assurance that a failure by us to complete, test, a
confirm these changes and improvements by that datenaiill
result in a material weakness in our internal cdsitnoor can we
provide assurance that we will not identify any othemgethat
could result in a material weakness.

323. After the 3Q04 10-Q was filed, JP Morgan analysts BraSkfalow and
Sofya Tsinis met with Defendant Kelley and SIRVA’s dsarer Doug Gathany to follow-up
on the Company’s 3Q04 results. The analysts submitteplaatito the public on November
24, 2004. Regarding the Network Services division, theyastsatommented that:

As expected, much of the conversation centered on the
performance of the Network Services division, whertR|&\]
incurred a $15.2MM charge during the 3Q04 to enhance reserves
for TransGuard. Here are a few positive observatioos) four
meetings: only $5MM of the $15MM charged related to adverse
development in prior accident years, [SIRVA] now plemsire its

own internal actuary, and the company is ceding more risk.

*k%k

Only $5 million of the Total Charge Related to Highemi@l
Experience

According to management, only $5 million of the $15 willi
charge taken related to higher claim experience fronpais¢ 2-3
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accident years. Management has characterized theniegn&10
million as a "growth penalty". Over the past three gear
TransGuard has more than doubled its gross premiums mwritte
The company's new actuary, Tillinghast, has taken the theiv
the substantial underwriting growth generated by TransGuaed
the past 2-3 years will likely lead to higher claims eipere. It is
hard to determine at this stage whether or not the isedegeserve
levels are overly conservative, or insufficient relatito risk.
However, given the short-tail nature of TransGuard'siesl we
are encouraged that the charge was not solely a furafteshverse
development in the past several accident years.

324. The analysts also compared SIRVA's insurance reservuésse of its largest
competitor, and were stunned of such a difference iw#yboth companies calculated their
insurance loss reserves:

Reserve Policies Relative to Largest Competitor Apdszss
Conservative

One of TransGuard['s] largest competitors is Vanliner,ctwvhs
owned and operated by Unigroup (the owner of United Van Lines).
Vanliner provides a similar suite of insurance policies as
TransGuard, although its exposure to worker's comp is
significantly higher and the company generates a much higher
percentage of revenues from its agents, than does Quard.
However, within specific policies categories, it appednat t
Vanliner has been reserving more conservatively, even thitnegh
company has witnessed adverse development for thd-tagears.
This could suggest that Vanliner does not have the same risk
discipline as TransGuard, or that there is some diftexan the
structure of the policies. On a gross premium basamsluard is
approximately 20% smaller than Vanliner, although that gap has
narrowed substantially over the past 3-4 years. Aside fa
sizeable difference in underwriting discipline, it is dhdor us to
identify why pure loss ratios for TransGuard businessldvie
materially different for those of Vanliner. For exdeppure loss
ratio on commercial auto liability is almost 34% lowlean that for
Vanliner. TransGuard's commercial auto liability does include
occupational accident, which is a low loss business, lattdbes

not account for the entire difference. We think thiansarea for
concern given the underwriting growth and TransGuard's selver
development for accident year 2002. The table belownestlihe
difference in their reserve policies.
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XI.

B. CFO Ryan Suddenly Resigns

325. OnJanuary 21, 2005, SIRVA shocked the public by announcing that
Defendant Ryan had resigned from the Company, effetttateday. The release gave no
reason for Ryan’s resignation, only to say that sbeldvremain with the Company in a
consulting capacity and that the Company had appointed Riilaldski as acting CFO
during the search for a permanent CFO replacement, wiastalready underway.

326. Deutsche Bank analysts Brandt Sakakeeny and Adrienne Gatley shat
they were “obviously very concerned by the timing andadbk of guidance” behind
Defendant Ryan’s resignation.

THE TRUTH REGARDING SIRVA'S NEED TO RESTATE PRIOR Y EARS
FINANCIALS IS REVEALED

A. END OF THE CLASS PERIOD: SIRVA Reveals Potential Needo Restate
and Revealed for the First Time the Need to Take Chargd®elated to Europe

327. On January 31, 2005, ten days after CFO Ryan’s resigh&iBW,A shocked
investors again, announcing for the first time that it magct be required to issue a
restatement and that Company was reviewing whetheratsiating had any material
weaknesses. The Company also revealed for the firstthiat the charges it would take
were more than the $15.2 million originally announced andldvoot just related to
insurance loss reserves, but also to its European apeyati

In the fourth quarter of 2004, the company commenced a thorough
review of its accounting practices and significant badasheet
accounts, which has led to the identificatiors@fl million to $25
million pre-tax, or $0.18 to $0.22 per fully diluted share, of
charges in its Insurance and European operationg.he review

was undertaken in connection with implementing procedures to
comply with Section 404 of the Sarbanes-Oxley Act, the
disappointing performance of the company's Insurance and
European businesses in the third quarter of 2004, and as (itart of
year-end closing process.

* * %
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The company is currently evaluating the charges, their nande
the period they relate to, amhether any restatements will be
required. SIRVA's independent public accountants have not
completed their audit.

The company will comment further on its fourth quarted &ull
year 2004 earnings when it completes and files its annpaiftren
Form 10-K. In addition, the company is also reviewing whether
it has any "material weaknesses" as defined by the Public
Company Accounting Oversight Board's Auditing Standard No.
2.

328. During a conference call on the same day, DefendantKeiked to explain
the reasons for the Company’s sudden dismal financiadakutl

First, what happened? Earlier today, we announced thailiveot
meet our previously-issued earnings guidance for the fourttequa
of 2004. The reasons for this are twofoléirst, we will have
certain unanticipated charges related to our insurance and
European operations. Second, we had lower-than-expected
operating margins in each of our business segments. bass(d
on our current analysis, we expect a net loss perdiilyed share
from continuing operations of between 16 cents and 20 getite i
fourth quarter versus the previous guidance of earnings betigeen
cents and 17 cents per fully-diluted share. For theygdlr 2004,
the Company expects earnings per fully-diluted share from
continuing operations of between 49 cents and 53 cents.

*k%k

So what are the implications going forward? You should
understand that we are now working on completing our annual
close. We do know that certain of the charges rédagecounting
errors. We are evaluating all the charges, their nature, the period
they relate to, and whether any restatements will be reegir
Our independent public accountants, PwC, have not yet ctadple
their audit. You should also understand that the chargaoathe
result of any changes in the Company's policies, including our
revenue recognition or reserve methodologies.

Now we will be revealing whether we have any material
weaknesses in connection with Sarbanes-Oxley, and weffal
our perspective about that when we announce earnivgs.will
also know later whether this will mean that we file our 10lite

or restate earnings for prior periods.
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329. These disclosures caused SIRVA's stock price to drop $94.40 per share
on January 28, 2005, to close at $8.86 per share on January 31a 2d@5day drop of
38.5% on a day of unusually heavy trading volume.

330. Credit Suisse First Boston analysts Joshua Rosereaghy Davis were
concerned about the Company’s lack of visibility, as gtayed that “[m]ost concerning in
our opinion, is the lack of visibility regarding the opergtmargin in the corporate
relo[cation] segment, which we view as the most inguarvalue driver for the company.”

331. Furthermore, JP Morgan analysts Bradley Sofalow afghSisinis were
very surprised by the Company’s difficulties in its NetlwServices division, stating
“[w]hile we did not anticipate that the company would inany more difficulties in the
Network Services division following the charges takethethird quarter, we currently think
that this might not have been the case.”

332. On February 1, 2005, Jonathan Shapiro and Fitzhugh Peteddman Sachs
issued a scathing analyst report entitled “Stock relodatsohgle digits, but too many
unanswered questions” and stating:

WE ARE NOT BUYERS BECAUSE OF ACCOUNTING AND
MGMT CREDIBILITY: Despite the 38% drop in the shares,
which had already been weak following the abrupt departure of
CFO Joan Ryan last week, we would not look to be stepping
SIR shares for several reasons True, at 9X our new 26 E
estimate of $1.00, SIR shares could look inexpensive, behghe
outstanding accounting-related questions, we believe the
possibility for more bad news exists — there are justnamy
unknowns for us to get comfortable. In addition, whileate not
lawyers, SIR was already facing shareholder lawsudsn fits
November earnings warning, and we would imagine today’steven
could bolster or add to these efforts. Further, SIRemty
completed a new credit agreement, financial restatenarviling
delays could lead to technical default. In terms of agament
credibility, we have spoken with a umber of investors watnet

with CEO Brian Kelley over the course of the fallhavreceived
positive commentary on the business — all while a tbgh
review of accounting practices” was underway. Finall Bigmt.
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had issued 4Q guidance on November 9, and nevertheless was
nowhere near what the actual results ended up beimgwemue
(better) and margins (much worse), leading to questiansdrthe
company'’s forecasting ability and controls.

333. However, during the January 31, 2005 conference call witlysiaa
Defendant Kelley continued to mislead the public regardiagseverity of the Company’s
accounting problems, assuring analysts that the accoyrbidems did not involve revenue
recognition:

You should also understand that the charges are noeshé of

any changes in the Company's policies, including our revenue
recognition or reserve methodologies.

* k%

Finally, what does it mean for our core business? ,Hestme

make three points. One, there are no revenue recogrssoes

involved here...

334. Analysts, including those at Credit Suisse First Bostmhd’Morgan, bit on
to this bit of information as a positive note in an othse dreary announcement, repeating
Defendant Kelley’s statement that the charges aréheatesult of changes in the Company’s
revenue recognition or reserve policies in their repmmtdanuary 31, 2005 and February 1,
2005 respectively .
Xll.  POST CLASS PERIOD EVENTS

A. SIRVA Announces Delay in Filing 2004 10-K and SEC Inquiry

335. On March 15, 2005 SIRVA announced that the filing of its anredrt on
Form 10-K for the year ended December 31, 2004 would be delayeddothe March 16
deadline. The release also revealed:
a. On March 10, 2005 SIRVA's Board of Directors had concludet tha
previously issued financial statements for the years 2003, 2002,and 2000, quarterly

financial statements for the first three quarterssufal year 2004 and quarterly financial
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information for the first three quarters of fiscahye 2003 and 2002 should not be relied upon
because of errors in those financial statements.

b. The Company estimated that an approximately $22 milli@ngshwould
relate to accounting errors that would require a resite of the previously released financial
statements for 2001, 2002, 2003 and the first nine months of 2004,

C. Management believed that accounting errors were thé& césuaterial
weaknesses in internal control over financial reportingsi Insurance and European operating
units, specifically:

Inadequate preparation and insufficient review and anabkis

certain financial statement balances and related account
reconciliations; and

Lack of sufficient personnel with appropriate qualificasioand
training in certain key accounting roles;

d. The audit committee of the Board of Director is condwggctin ongoing
review of certain of the Company’s financial reporting fices and related processes, and has
engage outside legal and financial advisors to assiséireview;

e. The SEC had initiated an informal inquiry related to then@any’s recent
earnings guidance announcement for the fourth quarter ange&rllended December 31, 2004,
and

f. The Company was in discussions with lenders regardirexgension of
time to provide audited financial statements, as requineler the credit agreements.

B. SIRVA Forced to Amend Credit Agreement and Its Insuran@ Business is
Downgraded

336. On March 31, 2004 SIRVA disclosed that it had entered istecand

amendment to a credit agreement providing a 90-day extewisione to deliver audited

financial statements and increasing the margin ratbetoan.
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337. On April 27, 2005 A.M. Best announced it was downgrading TranslGuar
Insurance from A- (Excellent) to B++ (Very Good) amduld maintain its “Under Review”
status of the Company.

C. SIRVA Delays Filing of 1005 10-O and Increases Amount of Res&rhent to
$27 Million

338. On May 10, 2005 SIRVA filed a Notification of Late Filing withe SEC,
stating that it would not be able to file its first qua2605 Form 10-Q within the 5-day
extension period which ends May 15, 2005.

339. On June 20, 2005, SIRVA provided an update on the status ofasvref
prior year financial statements. The Company discltisgothe amount of accounting errors
identified by the Company had increased from the $22 midlimmounced March 15, 2005 to
$27 million.

D. SEC Inquiry Converted to Formal Investigation

340. On June 22, 2005, SIRVA disclosed that it was informed oa 2tn2005 by
the staff of the enforcement division of the SEC thatpreviously disclosed informal
inquiry related to the Company's previous earnings guidance aseraant for the fourth
qguarter and full year ended December 31, 2004 being conductbd B¥:C recently was
converted to a formal investigation.

E. SIRVA Forced to Amend Agreements and Downgraded Again

341. OnJuly 1, 2005 SIRVA filed a Form 8-K with the SEC indiieg that it had
been granted an extension under a third amendment to awlednend restated receivables
sale agreement until September 30, 2005 to deliver audited thatatements for the year
ended December 31, 2004; unaudited financial statements for thertyyseriod ended
March 31, 2005; and unaudited financial statements for the dyaréeiod ended June 30,
2005.
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342. On July 27, 2005, Moody's downgraded SIRVA Worldwide, Inc, a iyhol
owned subsidiary of SIRVA, to B2 from Ba3.

343. On July 28, 2005 SIRVA announced that “it is targeting to tegadited
financial results for the fourth quarter and full year 2008eptember, when it expects to file
its 2004 Form 10-K.”

F. The Costs Associated With the Restatement Increased Repedly

344. The costs associated with the Company's restatemeex@eeted to be
extremely significant. Indeed, since the Company regkds first estimate as to what these
expenses might accrue to, the estimate has been irgttease, and has nearly doubled,
further evidencing the magnitude and severity of SIRVA'atestent.

345. The Company first released its restatement cost &&im a press release
dated March 15, 2005, which was attached as an exhibit @otimpany's Form 8-K dated
March 10, 2005. In this release, the Company stated #ngteticted "to record
approximately $35 - $40 million in expenses during 2005," regardingnextesources
needed to comply with the Company's audit committee re\8&/C inquiry, and the
additional support required to complete its fiscal year 20BBec@md restatements.
However, a mere three months later, on June 20, 200&otimpany revised this estimate to
$55 million.

346. A few months later, on August 8, 2005, it was again annalincthe
Company's Form 8-K that "SIRVA increased its guidancdee@lto the costs associated with
its restatements, compliance with audit committeeskesj and ongoing SEC investigation.”
Over a month later, on September 15, 2005, the Compang thateat expected expenses
associated with the audit and restatement to be appr@yn$&0 million. Broken down,

“[tlhese expenses include approximately $40 million relatededrtdependent Review,
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approximately $10 million related to incremental audit prooesiand approximately $10
million related to professional services provided to asisessCompany with its internal
review." This is a far cry from the initial estimai$35 - $40 million, and as the Company
has not yet completed its audit review and restateragpgnses are mounting every day.

G. SIRVA Reveals Details of Anticipated Restatement But Delayssuing 2004
10-K Again

347. On September 21, 2005 SIRVA filed a Form 8-K with the SEWiding

more detail of the forthcoming restatement and revedatagit would delay filing its 2004
Form 10-K yet again, stating that it anticipates filitsg2004 Form 10-K by the end of
October 2005. The 8-K revealed that the Company’s preixtaxrie from continuing
operations will be reduced by a total of $34 million for pleeiods 2000 through the first
nine months of 2004.

348. The Summary of Significant Accounting Adjustments dtéaktto the 8-K
identifies twelve accounting errors, each of which impadhcome from operations by an
amount greater than $1 million. These twelve errorewticfor 66% of the total restatement
amount, meaning the Company still has not revealed thaimeng 34%.

349. Six of the twelve accounting errors appear in the Ngt@@rvices segment.
The six errors total approximately $14 million, or 74% of $1Biamiin total errors in the
Network Services segment. The six errors include:

* Overstated premium revenue (approximately $4 million
impacting Q1 through Q3 of 2004, 203 and 2002);

» Overstated commission income (approximately $3 million
impacting Q1 through Q3 of 2004, 2003, 3003 and prior
periods);

* Underaccrued claims expenses (approximately $2 million
impacting Q1 through Q3 of 2004);
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* Underaccrued ceded reinsurance premiums (approximately
$2 million impacting Q1 through Q3 of 2004, 2003, 2002
and prior periods);

* Overstated premium revenue (approximately $2 million
impacting Q1 through Q3 of 2004 and 2003); and

* Underaccrued insurance  broker  profit  sharing
(approximately $1 million impacting Q1 through Q3 of
2004, 2003, 2002, and prior periods).
350. Two of the twelve accounting errors impacting resutisnfloperations by
more than $1 million are in the Moving Services Northefice segment. The two errors
represent approximately $3 million, or 50% of the approxiip&@ million in total errors in

the Moving Services Segment. The two errors include:

* Understated customer incentives or agent commissions
(approximately $2 million impacting Q1 through Q3 of
2004, 2003, and 2002) and

* Understated agent commission liability (approximately $1
million impacting Q1 through Q3 of 2004, 2003, and 2002,
and prior periods).
351. Two more of the twelve errors are in the Global Ration Services segment.
There are a total of $3 million in errors in the GloBalocation Services segment, including:

* Premature revenue recognition (reduction of operating
income of $1 million over the period 2002 through 2004);
and

* Overstated home inventory valuation reserve (reduction of
approximately $1 million impacting Q1 through Q3 of
2004, 2003, and 2002).

352. Another of the twelve errors includes the understat¢mfacility lease
costs, resulting in an approximately $4 million increasent expenses, impacting Q1

through Q3 of 2004, 2003, and 2002 and prior periods.
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353. The final error involves inadequate reconciliation ofrodenpany accounts
and results in an approximately $3 million increase toeaglléntercompany accounts,
impacting Q1 through Q3 of 2004, 2003, and 2002 and prior years.

H. “Independent Review” Cannot Rule Out Intentional Accounting
Misstatements

354. According to the September 21, 2005 8-K, the Audit Comaitigiated a
review in early January 2005 after the Company receiveties &2nt on behalf of the
Company’s former CFO, Defendant Ryan, who had resignethouary 21, 2005, alleging
that she had been asked to resign due to her insistaraeurate financial reporting. The
letter also commented adversely on the “tone atdpiéget by senior management and the
insistence on meeting earnings targets. The letteiralgmated that in one instance, the
Company had misused material non-public information. TiditACommittee engaged the
law firm of Clearly Gottlieb Steen & Hamilton LLPGleary Gottlieb”) to advise the Audit
Committee in connection with the review, and Cleaojtligb retained Deloitte & Touche
LLP as forensic accountants to assist in the review.

355. The Audit Committee expanded its review in February 2005 tceaddr
allegations regarding the adequacy of the Company’s accgyactices contained in a
pseudonymous email sent to PwC.

356. In March 2005, the Audit Committee again expanded the reiaamclude
the circumstances giving rise to the accounting enineswere the basis for the Board of
Director’s decision to restate previously issued finalrgtiatements for the years 2000
through 2003 and the first nine months of 2004.

357. The Summary Report of Cleary Gottlieb included as an @xbilthe

September 21, 2005 8-K reveals, among others, that:
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* A “pseudonymous email” to PwC alleged improprieties in
the Company’s moving services North America segment.

« The Company had &egular practice of looking to the
balance sheet as a source of earnings.”

» The Independent Review identified an accounting
adjustment in the third quarter of 2004 that “people
involvedknewto be false.”

 Assumptions underlying the Company’'s financial
statements were not well documented and estimates
appeared subjective.

* “Given the Company’s performance culture, the timing of
estimates in the reporting cycle and the subjectivity
involved in setting these estimatgmssibilities for abuse
are created’

* A number of accounting entries being corrected as part of
the restatement were made without acceptable support or
sufficient documentation ariit cannot be ruled out” that
the misstatements were made intentionally

« The Company’s internal controls failed to prevent and
detect misstatements in a timely manner.

Xlll.  DEFENDANT’S OMISSIONS AND FAILURE TO REVEAL THE TRU TH

358. In addition to the false and misleading statements itbestm detail
throughout this Complaint, Defendants also failed to dsgcthe truth regarding SIRVA's
financial condition. Specifically, and in addition tetother omissions described in this
Complaint, Defendants failed to tell the public thattheeir European Operations were
suffering from serious problems even prior to the IP@,that they knew about it; 2) their
Network Services segment was materially under-redeaued Defendants were
manipulating reserves to manage earnings and meet estiarade®; SIRVA was engaging
in serious accounting violations and manipulations, andasudt SIRVA's reported

financial results were materially false and mislegdin
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XIV. DEFENDANTS’ FALSE FINANCIAL REPORTING

A. Defendants’ Violation Of GAAP And SEC Rules

359. During the Class Period, the Company represented that/S¢Riancial
statements when issued were prepared in conformity WAFG which are recognized by
the accounting profession and the SEC as the uniform, rd@ventions and procedures
necessary to define accepted accounting practice at aufartime. However, the
Company used improper accounting practices in violation AABSEC reporting
requirements and its own publicly stated policies to falisdlate SIRVA's reported
operating profits, net income and earnings per share aatsédyfdeflate its cost of sales in
the interim quarters and fiscal years during the Clas®®.

360. SIRVA's materially false and misleading financial staéats resulted from a
series of deliberate senior management decisions desmeddeal the truth regarding
SIRVA's actual operating results. The SIRVA Defendaatssed the Company to violate
GAAP and SEC rules by, among other things:

a. improperly failing to take a timely charge to accruatamdal

liabilities related to SIRVA’s multiple-line property andmmercial liability insurance;

b. improperly overstating premium revenue;
C. improperly overstating commission income;
d. improperly accounting for accrued expenses, includingadiut

limited to, claim expenses, ceded insurance premiumsainseiroker profit sharing, customer
incentives, and agent commissions liability;

e. improperly accelerated revenue related to both Corpeedeand
referral fees;

f. improperly accounted for home inventory valuation mese
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g. improperly accounted for its facility leases; and
h. failing to establish and maintain adequate internalwadmg
controls.
361. As set forth in Financial Accounting Standards Board (“BASStatement of

Financial Accounting Concepts (“Concepts Statement”)INd&November 1978), one of the
fundamental objectives of financial reporting is that @vmle accurate and reliable
information concerning an entity’s financial performadceing the period being presented.
Concepts Statement No. 1, paragraph 42, states:

Financial reporting should provide information about an
enterprise’s financial performance during a period. Invesiods
creditors often use information about the past to helsgessing
the prospects of an enterprise. Thus, although investamht
credit decisions reflect investors’ and creditors’ exgimns about
future enterprise performance, those expectations @remonly
based at least partly on evaluations of past entegpeidermance.

362. As set forth in SEC Rule 4-01(a) of SEC Regulation SHkinancial
statements filed with the [SEC] which are not pregameaccordance with [GAAP] will be
presumed to be misleading or inaccurate.” 17 C.F.R. 8§ 210a3¢DL( Management is
responsible for preparing financial statements that confwith GAAP. As noted by the
AICPA professional standards:

financial statements are management’s responsibility .. ..
[M]anagement is responsible for adopting sound accounting
policies and for establishing and maintaining internal cdntrat
will, among other things, record, process, summarizd, raport
transactions (as well as events and conditions) st@msi with
management’s assertions embodied in the financiaémstaits.
The entity’s transactions and the related assets,litiediand
equity are within the direct knowledge and control of nganaent
Thus, the fair presentation of financial etants in
conformity with Generally Accepted Accounting Princpls an
implicit and integral part of management’s responsibility
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1. The SIRVA Defendants Improperly Failed to Take a Timely Chage
to Accrue Additional Liabilities Related to SIRVA's Multi ple-line
Property and Commercial Liability Insurance

363. SIRVA's financial statements filed with the SEC on Fdr®K for 2003
represented that:

The Company’s multiple-line property and commercial ligpil
insurance group sets its reserve rates based on a pgeearit
earned premium. The percentage is based on historizgl rda
rates and actuarial methods.

364. SIRVA, however, improperly failed to accrue materiabiligies for expected
losses, related to SIRVA's multiple-line property and owercial liability insurance, thus
causing the Company to announce materially overstated gaamma understated liabilities
during the Class Period. As stated in its 3Q 2004 10-Q dateenMmr 15, 2004, this
eventually resulted in the company’s disclosing that:

The Company’s multiple-line property and commercial ligpbil
insurance group sets its reserve rates to provide for expldses
based on a percentage of earned premiums. The percestage i
based on historical data, run rates and periodic revieactofrial
analysis of claim payments and expected claim costldement.
Insurance loss reserves were $57,787 and $41,582 at September
30, 2004 and December 31, 2003, respectivMelying the three
months ended September 30, 2004, the Company increased its
insurance loss reserves by $15,207. The primary component of

this increase was $12,107 related to estimated ultimate losses.

This change in estimate resulted from the Company reawpa
number of factors including more experience with losses how

they develop and actuarial data as of September 30, 2004 whic
indicated unfavorable development of prior period clainfsis
increase was the result of a change in estimateharsdrécognized

in income in the current quarter.

365. Moreover, the problems with insurance loss reservesaliédnd there. In fact
the Company took an additional charge of $6 million relaté¢dpdated information and
analysis that indicated the need to further increlasdoss reserves in the Company’s

insurance business.”
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366. GAAP requires that
A liability for unpaid claim costs relating to insurancentracts
other than title insurance contracts, including estimafesosts

relating to incurred but not reported claims, shall d&r@ed when
insured events occur.

The liability for unpaid claims shall be based on theneged
ultimate cost of settling the claims (including the effe of
inflation and other societal and economic factors)ngugpast
experience adjusted for current trends, and any othesréathat
would modify past experience. Changes in estimateslaiic
costs resulting from the continuous review process dfetences
between estimates and payments for claims shall logmexed in
income of the period in which the estimates are changed o
payments are made.

SFAS No. 6QAccounting and Reporting by Insurance Enterprises 1 17-18 (June 1982).

367. Moreover, GAAP provides that an estimated loss froosa tontingency
“shall be accrued by a charge to income” if: (i) infotima available prior to issuance of the
financial statements indicated that it is probable éimaasset had been impaired or a liability
had been incurred at the date of the financial statefreamds(ii) the amount of the loss can
be reasonably estimated. FASB Statement of FinaAc@unting Standards (“SFAS”) No.
5 Accounting for Contingencies, 1 8 (March 1975). SFAS Nas® requires that financial
statements disclose contingencies when it is at teasbnably possible (i.e., greater than a
slight chance) that a loss may have been incurred.dBtlosure shall indicate the nature of
the contingency and shall give an estimate of the ppleslsiss or a range of loss, or state that
such an estimate cannot be made.

368. In addition, FASB Interpretation No. 14, Reasonablenkadion of the
Amount of a Loss, states that if the reasonablenasti of a particular loss contingency is a
range, an amount shall be accrued for the loss. \&tnee amount within the range appears

at the time to be a better estimate than any otheuat within the range, that amount shall
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be accrued. When no amount within the range is a lestienate than any other amount,
however, the minimum amount in the range shall beuaccr

369. The SEC considers the disclosure of loss contingetwibs so important to
an informed investment decision that it promulgated Reigul&-X, which provides that,
although disclosures in interim period financial stateimenay be abbreviated and need not
duplicate the disclosure contained in the most recentealfiinancial statements, “where
material contingencies exist, disclosure of such mastealt be provided even though a
significant change since year end may not have occurtedC.F.R. § 210.10-01.

370. SIRVA also violated GAAP by failing to take a timely cparto accrue
additional liabilities related to SIRVA’s multiple-nproperty and commercial liability
insurance, in its interim financial statements, ascetgid by APB Opinion No. 28, 17,
Interim Financial Reporting:

The amounts of certain costs and expenses are freggabjected

to year-end adjustments even though they can be reagonabl
approximated at interim dates. To the extent possiblér suc
adjustments should be estimated and the estimated aadts

expenses assigned to interim periods so that the infgeimods
bear a reasonable portion of the anticipated annual amount

371. In addition, Concepts Statement No. 5 Recognition and ieagent in
Financial Statements of Business Enterprises, staeYalfn expense or loss is recognized
if it becomes evident that previously recognized futureenoc benefits of an asset have
been reduced or eliminated . . . .”

372. Accordingly, during the Class Period SIRVA Defendantgroperly failed to
take a timely charge of approximately $22 million to accddit®nal liabilities related to

SIRVA’s multiple-line property and commercial liabilitysurance.
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2. The SIRVA Defendants Improperly Recognized Premium Reversi
and Commission Income

373. During the Class period, Defendants also materiallgted the Company’s
reported revenues, accounts receivable, earnings and egvemgjzare by improperly
recognizing premium revenue and commissions income by apprekr$é million and $3
million, respectively. In order for revenue to beaguized, it must be earned and realized or
realizable. Concepts Statement No. 5 § 83. Revenuesamed when the reporting entity
has substantially accomplished what it must do tonbéexl to the benefits represented by
the revenues. Revenues are realizable when relaets asceived or held are readily
convertible to known amounts of cash or claims to cadhf 83. If collectibility is not
reasonably assured, revenues should be recognized orsihet@ash receivedd. § 84q;
see also Accounting Research Bulletin (“ARB”) No. 43, (June 1943) CA, 1 1;
Accounting Principles Board Opinion (“APB”) No. 10, Omnilfginion-1966 12 (Dec.
1966). If payment is subject to a significant contingeneyenue recognition is improper.
See SFAS No. 5 1 17.

374. Defendants, however, in contravention of GAAP, malgrinflated the
Company’s reported revenues by improperly recognizing revenaienyriad of ways. For
example, SIRVA admitted in its September 21, 2005 8-K thawmng:

Overstated premium revenue: The Company maintainsnsyste
invoice its customers for insurance premiums and othercssr
The Company did not administer an effective process mnode

the general ledger account balances to the detailed dscoun
receivable trial balance. Upon review, it was detertitieat
certain customer refund payments and certain customéngbill
adjustments were not accurately recorded in the geleeiger, and
were not detected in a timely manner due to the lack effantive
reconciliation process. As a result, the Companyrdsd an
adjustment to reduce accounts receivable and reduce amounts
previously recorded as revenue in the amount of approxindely

million. The correction of error impacted Q1 through @2@04,
2003 and 2002.
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Overstated commission income: The Network Services sggme
places coverage on behalf of the Company and its agfliavhich
involve numerous Corporate insurance contracts. Thep8aoy
had arrangements with a certain insurer to participataviorable
loss experience by such insurer with respect to its lafer
coverage. The Company recorded its participation as inedraa

the cash was received. Further analysis indicated dm@seints
were a return of premium and were consequently due battleto
named insured. As a result, Network Services recorded an
adjustment to establish a liability for amounts previpustorded

to commission income in the amount of approximately $3anil
The correction of error impacted Q1 through Q3 of 2004, 2003,
2002 and prior periods.

Overstated premium revenue: The Company maintainsnsyste
invoice its customers for insurance premiums and relaeenses.

In late 2003, the Company acquired an insurance agency and
certain errors in amounts subsequently recorded as dscoun
receivable were not detected in a timely manner due t@atkeof

an effective reconciliation process. As a result, @Gempany
recorded an adjustment to reduce accounts receivable anc reduc
amounts previously recorded as premium revenue in the ambunt o
approximately $2 million. The correction of error impact@1
through Q3 of 2004 and 2003.

3. The SIRVA Defendants Improperly Accounted For Accrued Expenses

375. SIRVA's financial statements were materially false amsleading and
violated GAAP because the SIRVA Defendants improperlpaaied for SIRVA's accrued
expenses, including but not limited to, claim expenses, ced@@nt® premiums, insurance
broker profit-sharing, customer incentives, and agent cesioms liability during the Class
Period. GAAP requires that the financial effects ahsactions, events and circumstances be
accounted for in the period in which they occur. ConcBmtement No. 6 Elements of
Financial Statements § 139-40, 144-46. In addition, Concégtengnt No. 5 states, “[a]n
expense or loss is recognized if it becomes evidenptkatously recognized future
economic benefits of an asset have been reducednatled . . . .” Indeed, Defendants’

failure to properly record SIRVA'’s accrued expenses waslatida of this fundamental
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principle of accrual accounting and GAAP which caused redarperating results during
the Class Period to be overstated by approximately $&milli

376. In this regard, the SIRVA Defendants belatedly adnait 8IRVA's financial
statements were materially false and misleading ®fdtowing reasons:

Underaccrued claims expenses: The Company has a stop-loss
reinsurance agreement with a third-party insurance cahagrin

part determines its ultimate claims expense. With sjeits

2002 and 2003 reinsurance agreements for workers compensation,
the analysis of the stop-loss contracts was overtbakel thus, the
Company did not properly record the cost of stop-losstHose

two contract years. As a result, the Company recoraed
adjustment to increase its loss reserve claims payiabiéty and
increase loss expense in the amount of approximately $2milli
The correction of error impacted Q1 through Q3 of 2004.

Underaccrued ceded reinsurance premiums: The Company has
agreements with third party reinsurance carriers thatsfea
portions of the Company’s insurance obligations to thosal thi
party reinsurers. Payments of premiums to such reinsarers
based upon those agreements. The amounts of ceded premiums
were not calculated in accordance with the relatedeaggats and

as a result were not accurately entered in the Compaygtems.
Also, the Company had not completely reconciled aettalances

due reinsurers between the general ledger and the underlying data
As a result, the Company recorded an adjustment to sealed
reinsurance premium costs in the amount of approximek2ly
million. The correction of error impacted Q1 through @2@04,

2003, 2002 and prior periods.

* % *

Underaccrued insurance broker profit sharing: The Compasiy ha
agreements with certain of its insurance brokers to pay a
additional commission based upon the profitability oflthsiness
sourced by those brokers. The Company failed to accrutiithe
amount of the contingent commission related to thespartation
services line of business in accordance with the agreenfents
result, the Company recorded an adjustment to increase
commission expense in the amount of approximately $1omilli
The correction of error impacted Q1 through Q3 of 2004, 2003,
2002, and prior periods.
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Understated customer incentives or agent commissiabdgitly:

The Company historically recorded into income amountgingla

to certain unclaimed customer refunds and customer tiesn
Further analysis indicated that a portion of these amowgmhain
contractually due to its customers or agents. Therefdre
Company recorded an adjustment to reinstate a liability fo
amounts previously recorded as income in the amount of
approximately $2 million. The correction of error impact®l
through Q3 of 2004, 2003, and 2002.

Understated agent commission liability: The Company hestiy
recorded into income amounts relating to certain umadi
shipping charges, penalties and other amounts collected ifsom
agents or customers related to weight challenges andhatésti
service disagreements. Further analysis indicated tpatten of
these amounts remain contractually due to the agenesefbine,

the Company recorded an adjustment to reinstate dityiafmr
amounts previously recorded as income in the amount of
approximately $1 million. The correction of error impattQl
through Q3 of 2004, 2003, and 2002 and prior periods.

4. The SIRVA Defendants Improperly Accelerated Revenues Rafed to
Both Corporate Fees and Referral Fees

377. The Company improperly accelerated revenue related tocdmtlorate fees
and referral fees. The Company’s improper accountingtegsin an overstatement of
operating income of $1 million over the period 2002 through 2@@¢ording to GAAP:

A sale shall not be considered consummated untith@)parties
are bound by the terms of a contract, (b) all consimerdas been
exchanged, (c) any permanent financing for which the suller
responsible has been arranged, and (d) all conditionsc2gbent to
closing have been performed. Usually, those four camditare
met at the time of closing or after closing, not wharagreement
to sell is signed or at a preclosing.

SFAS No. 66 Accounting for Sales of Real Estate Y 60(ict1982).
378. The Company, however, has admitted that it recogneeehue prior to
closing, in direct contradiction to GAAP. In this rediathe Company disclosed:

The Company has corrected the timing of revenue recogmiitbin
respect to both Corporate fee and referral fee reveniodlasgs:

For Corporate fee revenue related to its fixed fee prodhet,
Company has now determined that it should recognize revenue a
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the date the Company closes on the purchase of the homehe
transferee, rather than at the date when the Conmgrateys into a
contract with the third party buyer of the home.

For Corporate fee revenue related to its traditional prtodbe
Company has now determined that it should recognize revenue a
the date when the Company closes on the home sake tthitd
party buyer, rather than at the date when the Compateys into a
contract with the third party buyer of the home.

For listing real estate broker referral fee revenie,Company has
now determined that it should recognize revenue at thewtata
the Company closes on the home sale to the third pastgrp
rather than at the date when the Company enters icmniact
with the third party buyer of the home.

For destination referral fee revenue, the Company has no
determined that it should recognize revenue at the date thiken
transferee closes on the purchase of a destination [fwme a
third party seller, rather than at the date when thesteree enters
into a contract with the third party seller of the @edion home.

The Company has determined that the net impact of theeabo
items will defer revenue recognition by approximately 30 to 35
days for most transactions.
379. Indeed as the Company admitted, Defendants violated GAARfpperly
recognizing revenue when the Company entered into a cqmiatetr than prior to the

closing, thus overstating operating income by $1 millioerdkie period 2002 through 2004.

5. The SIRVA Defendants Improperly Accounted for its Facilty Leases

380. In addition, the Company also improperly accounted faradgity leases
resulting in a restatement of approximately $7 milliomoderstated expenses. In this
regard, the Company disclosed in its September 21, 2005 8-K:

11. Understated facility lease cost: The Company histibyic
recorded the rent expense associated with certaiitydehses on

an as-invoiced basis. However, this was not in @awe with
GAAP which requires the Company to record rent paymenta
straight line basis (including the effects of rent &dean clauses

and free rent periods) and to depreciate certain leasehold
improvements over the shorter of the facility’s wsdife or the

term of the lease. Therefore, the Company recordedijastment

to increase rent expense in the amount of approximatély $
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million. The correction of error impacted Q1 through @2@04,
2003, and 2002 and prior periods.

6. The SIRVA Defendants Improperly Failed to Disclose the &counting
Changes and the Effects of the Changes on Earnings

381. During the Class Period, SIRVA changed: (a) its estimganhethodology
related to purchased transportation expenses; (b)rge cé&ims reserve methodology for
several units within Moving Services North America in fitverth quarter of 2002 that
increased income by approximately $2.4 million; (c) its catgons reserve methodology
for two divisions within Moving Services North America in tecond quarter of 2003 that
increased income by approximately $771,000; and (d) the Moving 8seMNirth America
segment inappropriately took approximately $502,000 into incanaelamp sum in the third
quarter of 2003. As a result of the foregoing changes, dnagp@ny experienced material
gains in operating income and achieved its earnings estimatBY/A, however, failed to
disclose the changes and the effects of the changgported earnings as required by GAAP.

382. Accordingly, the SIRVA Defendants knew or recklestisregarded that the
Company’s public filings during the Class Period failed to dgmyith the disclosure
obligations under the SEC'’s rules and regulations, includinmgpng other things, the rules
and regulations concerning Management’s Discussion anlysdsaf Financial Condition
and Results of Operationgee 17 C.F.R. §229.303.

383. Moreover, during the Class Period, SIRVA’'s Managemenissxssion and
Analysis (“MD&A) favorably compared its results foretiskomparable period of the prior
years or quarters but failed to disclose that thosdtsesare not comparable since SIRVA’s
operating income included:

a. changes in estimating methodology related to purdhase

transportation expenses;
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b. changes in the cargo claims reserve methodolaggefeeral units
within Moving Services North America in the fourth quadeR002 that increased income by
approximately $2.4 million;

C. changes in the cargo claims reserve methodolagwodivisions
within Moving Services North America in the second quarf&003 that increased income by
approximately $771,000; and

d. that the Moving Services North America segment ingpately
took approximately $502,000 into income as a lump sum in tfeedbarter of 2003.

26.  Thus, in reporting its improved income from operataunréng the Class
Period, SIRVA failed to disclose the Company’s accountimgnges and its impact on earnings
even though they were material elements of those megroesults, in contravention of GAAP
and SEC rules.

384. Item 7 of Form 10-K and Item 2 of Form 10-Q, MD&A requine issuer to
furnish information required by Item 303 of Regulation StK C.F.R. 229.303]. In
discussing results of operations, Item 303 of Regulati&r&juires the registrant to:

Describe any unusual or infrequent events or transactiorsy
significant economic changes that materially affedted amount
of reported income from continuing operations and, irhease,
indicate the extent to which income was affected. Initadd

describe any other significant components of revenuesmenses

which, in the applicant’s judgment, should be describextder to
understand the applicant’s results of operations.

The Instructions to Paragraph 303(a) further state:

Where the consolidated financial statements revealenmabt
changes from year to year in one or more line itehescauses for
the changes shall be described to the extent necessaay t
understanding of the registrant’s businesses as a whole .

385. In addition, the SEC, in its May 18, 1989 Interpretive RedeNo. 34-26831,
has indicated that registrants should employ the fatiguwo-step analysis in determining
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when a known trend or uncertainty is required to be induadé¢he MD&A disclosure
pursuant to Item 303 of Regulation S-K:
A disclosure duty exists where a trend, demand, commitment,
event or uncertainty is both presently known to managemnd is
reasonably likely to have a material effect on thgisteant’s
financial condition or results of operations.

386. Nonetheless, SIRVA'’s Prospectus failed to disclosettteaCompany’s
income from operations growth was, in part, achieved bghhages in methodologies
described above. To be sure, changes in the compantghiscdodogies could effectively
change the perception as to how fast the company isrggovn addition, SIRVA failed to
disclose that it lacked internal controls necessaprévent the Defendant’s improper failure
to disclose the changes in methodologies, and thabdsnee of such internal controls was
reasonably likely to have a material adverse effadhe Company operating results,
disclosure of which was necessary for a proper undeistgrel/aluation, and informed
investment decision of the Company’s operating performance

387. Moreover, GAAP provides that the usefulness of finarstatiements in
making economic decisions depends significantly upon thésusalerstanding of the
accounting policies followed by a company. APB Opinion 2&.Disclosure of Accounting
Policies { 7 (April 1972). In fact, GAAP states that infation about the accounting
policies adopted by a reporting company is “essential” f@mnitial statement userkd. | 8.
Accordingly, GAAP, in paragraph 12 of APB Opinion No. 22vules:

In general, the disclosure should encompass impoudgiments
as to appropriateness of principles relating to recognitibn o
revenue and allocation of asset costs to current ancefperiods;

in particular, it should encompass those accounting iptegscand
methods that involve any of the following:

a. A selection from existing acceptable alternatives;
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b. Principles and methods peculiar to the industry irckvthe reporting
entity operates, even if such principles and methodpradominantly
followed in that industry;

C. Unusual or innovative applications of generally pbeg accounting
principles (and, as applicable, of principles and metipedsliar to the
industry in which the reporting entity operates).

388. SIRVA's Class Period financial statements were thss &llse and
misleading and failed to comply with GAAP because thgyroperly failed to disclose
“[t]he effect on income before extraordinary itemg, ineome and related per share amounts
of the current period . . . for a change in estimaae dffects several future periods . ...” In
this regard, the Company disclosed in its September 21, 200§ &rtinent part:

changes in estimating methodology related to purchased
transportation expenses (“PTE”) implemented during then@dth
period ended September 30, 2004 were appropriate, improved the
guality of the estimates, and were not “reversed engdée¢o hit
earnings targets. The review did, however, note thatp@agn
personnel had made numerous errors such as math errors,
inconsistent application of current methodology and use of
incorrect or incomplete data when calculating the etioe this
account. In addition, the Company did not disclosesmpiblic
filings for the third quarter of 2004 that approximately $1.7iomill

of net income for the quarter resulted from a changetimating
methodology rather than from business operations.

Changes in the cargo claims reserve methodology f@rakewnits
within Moving Services North America in the fourth quarter of
2002 that increased income by approximately $2.4 million were
inadequately disclosed in the Company’s public filings.

Changes in the cargo claims reserve methodology fodiwsions
within Moving Services North America in the second quarfer o
2003 that increased income by approximately $771,000 were not
disclosed in the Company’s public filings.

32.  Accordingly, investors were unable to assess the tngpaearnings
related to the changes in methodologies. Indeed, GA#&Pssthat
[clomparability . . . and consistency in the applicattdrmethods

over time increases the informational value of compassof
relative economic opportunities or performance. Tgaicance
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of information, especially quantitative information,pdads to a
great extent on the user’s ability to relate it to edyanchmark.

389. Accordingly, SIRVA'’s financial statements were méaihty false and
misleading because they omitted information that wasired by GAAP.

B. SIRVA's False and Misleading Financial Statements Were Mat&al

390. The foregoing violations of GAAP were material. Asfeeth in SIRVA’s
Form 8-K issued on September 21, 2005, SIRVA announced it watideats reported
financial statements for the years 2000 through 2003 andshaifie months of 2004
because it had, among other things: (a) improperly ovedspgemium revenue; (b)
improperly overstated commission income; (c) impropertoanted for accrued expenses,
including, but not limited to, claim expenses, ceded insurpramaiums, insurance broker
profit sharing, customer incentives, and agent commiss$aisty; (d) improperly
accelerated revenue related to both Corporate fees f@nchléees; (e) improperly accounted
for home inventory valuation reserve; and (f) faile@stablish and maintain adequate
internal accounting.

391. Inview of “the potential dilution of public confidencefinancial statements
resulting from restating the financial statements @frgveriods,” according to GAAP, a
retroactive restatement of financial statements, vlsavhat SIRVA did in this case, is
reserved for material accounting errors that existéldeatime the financial statements were
prepared. APB Opinion No. 20, Accounting Changes 1 18, 27, @1$81971). Since
GAAP allows only for correction of errors that aredtarial,” by restating its financial
statements, SIRVA admitted the materiality of th@ex in its previously issued financial
statements for years 2000 through the quarter ended Septadn2€04.

392. The cumulative impact of the restatements on SIR\pA&viously reported

operating results for nine months ended September 30, 2094oioavs:
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(% in thousands)

Q1-Q3
Income (Expense) 2004
As
e As %
Originally Restated $ Change Chz;nge
Reported
Network Services $ 15,828 $ 4,684 $(11,144) -70%
Moving Services North America 66,985 64,170 (2,815) 4%
Moving Services Europe & Asia Pacific
18,299 15,716 (2,583) -14%
Global Relocation Services (3,401) (3,401)
Corporate (5,483) (5,932) (449) 8%
Total from continuing operations $ 95,629 $ 75,237 $(20,392) 21%

393. The cumulative impact of the restatements on SIR\pA&viously reported

operating results for the year ended December 31, 2003a8caes::

(% in thousands)

Income (Expense) 2003
As
o As %
Originally Restated $ Change Chz;nge
Reported
Network Services $ 36,700 $ 34,012 $ (2,688) -1%
Moving Services North America 59,800 57,686 (2,114) -4%
Moving Services Europe & Asia Pacific 30,200 28,643 (1,557) -5%
Transportation Solutions 4,100 4,100 - 0%
Global Relocation Services - (1,244) (1,244)
Corporate (4,600) (4,601) 1) 0%
Total from continuing operations $ 126.200 $118.596 $ (7,604) 6%

394. Furthermore, SIRVA disclosed in its Form 8-K, that"t@ompany’s pre-tax
income from continuing operations will be reduced by a wit&34 million for the periods

2000 through the first nine months of 2004”

395. In addition to the foregoing improper accounting practites Company also
suffered from a chronic and systematic breakdown ofitsnal accounting controls
throughout the Class Period, which rendered SIRVA's firsdmeporting inaccurate,

unreliable, and subject to manipulation resulting in maltgrialse and misleading financial
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statements. Contrary to GAAP and SEC requirements/ASIRefendants either failed to
implement and maintain an adequate internal accountimgat@ystem, or knowingly and/or
recklessly tolerated the failure to use existing intesweaounting controls in a manner that
would ensure compliance with GAAP.

396. SIRVA violated Section 13(b)(2)(A) of the Exchange Act aWirig to
maintain accurate records concerning its revenue, ingeraocrued expenses, earnings, and
net income. SIRVA's inaccurate and false records wetésolated or unigue instances
because they were improperly maintained for multiple m@mpperiods, from at least
January 1, 2000. In fact, as described above, SIRVA opdniittad its serious problems
associated with its internal accounting controlssrSéeptember 21, 2005 8-K.

397. According to SEC rules, to accomplish the objectivilescourately recording,
processing, summarizing and reporting financial data, a compasiestablish an internal
control structure. Section 13(b)(2) of the 1934 Exchandestates, in pertinent part, that
every reporting company must:

a. make and keep books, records and accounts which, in rbesona

detail, accurately and fairly reflect the transactiand disposition of the assets of the issuer; and

b. devise and maintain a system of internal contrdfecgent to

provide reasonable assurances that:

)] transactions are executed in accordance with managsme

general or specific authorization; and

i) transactions are recorded as necessary (l) to permit

preparation of financial statements in conformity vgémnerally accepted accounting

principles...and (II) to maintain accountability for assets.
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398. Furthermore, the Company represented in its Form 10-R008, in pertinent

part, that “[[leaders in [their] company are expected to:

Prevent compliance problems by:

Ensur[e] that compliance risks associated with the niegsi
processes under the leader's management are systdatic
identified.

Ensur[e] that policies and procedures, tailored to thicpéar risk
areas faced by a business, are issued and communicated.

Detect compliance problems by:

Implement[] appropriate control measures in businessepses to
detect heightened compliance risks and/or violations.

Promot[e] an effective reporting system that pernmstsoaiates to
raise concerns without fear of retaliation.

Ensur[e] that periodic compliance reviews are conductéd, the

assistance of the Company’s auditors and legal counsaksess
the effectiveness of the business’ compliance measamdsto

identify ways of improving them.

Respond to compliance problems by:

Tak[e] prompt corrective action to fix any identified \easses in
compliance measures.

Tak[e] appropriate disciplinary action.

Consult[]] with SIRVA legal counsel and making appropriate
disclosures to regulators and law enforcement authorities.

At least annually, each officer or manager reportinghes CEO
must review policy compliance with his or her direct mpa@nd
provide the results of those reviews to the CEO and thefC
Compliance Officer.

399. SIRVA thus violated Section 13(b)(2) of the 1934 ExchangeaAdtits own

disclosed policy by failing to establish an appropriatércbenvironment resulting in

significant failures in the Company’s internal accountiogtrols and procedures. The

Company’s lack of adequate internal accounting controdautiirout the Class Period

rendered the Company’s Class Period financial reportingumate, unreliable, and subject
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to manipulation resulting in the issuance of materialygd and misleading financial
statementsNonetheless, throughout the Class Period, the Compgularly issued
guarterly and annual financial statements without evetadimg the existence of the
significant and material deficiencies in its internad@unting controls and falsely asserted
that its financial statements complied with GAAP.

XV. DEFENDANT PWC’'S PARTICIPATION IN THE FRAUD AND ITS S CIENTER

400. Defendant PwC is a worldwide firm of certified public asotants, auditors,
and consultants. Indeed, PwC’s website touts that & truly global organization with
member firm offices in 768 cities in 139 countries.” ThrouglChicago, lllinois office,
PwC served as SIRVA's auditor, actuary, and principal @atog firm prior to and during
the Class Period. PwC was required to audit the Compéangiscial statements in
accordance with Generally Accepted Auditing Standards &S and to report the audit
results to SIRVA, the Board of Directors, the Audit Goittee, and the members of the
investing public, including Plaintiffs and other members ef@ass. With knowledge of
SIRVA's true financial condition, or in reckless aigard thereof, PwC certified the
materially false and misleading financial statementSIRVA, described below, and
provided unqualified Independent Auditors’ Reports, which werkeidled in the SEC filings
and publicly disseminated statements. Without theseriafydalse and misleading
ungualified audit opinions, the fraud alleged above could not e perpetrated.
Additionally, PwC consented to the use of its unqualifipthions in SIRVA’s reports and in
Registration Statements and Prospectuses filed witBH@& and otherwise disseminated to

the investing public.

8 GAAS, as approved and adopted by the American InstituBeaffied Public Accountants
(“AICPA”") relate to the conduct of the individual audihgagements. Statements on Auditing
Standards (codified and referred to as AU § __ ) are recognizite AICPA as the
interpretation of GAAS.
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A. PwC Had Full and Complete Access to SIRVA’s Information

401. PwC by virtue of its of its relationship with SIRVA artketnature of the
auditing, actuarial, and consulting services rendered tGonegpany, and the fact that PwC’s
personnel were regularly present at SIRVA and had inéirkaowledge of SIRVA’s
financial reporting practices based on its access todamntfal internal corporate, financial,
operating and business information, PwC knew of or redigldssregarded the following
adverse facts concerning the Company’s improper finarepalrting (detailed at length
above) during the Class Period, including the Company’s 2001, 2d020a8 year-end
financial statements and PwC’s unqualified audit opinibassion. Nonetheless, PwC
knowingly, or recklessly, issued false unqualified audit @maiduring the Class Period.

B. PwC Failed to Render an Accurate Audit Report

402. PwC violated GAAS Standard of Reporting No. 1 that requivesaudit
report to state whether the financial statements asepted in accordance with GAAP. AU
8 508.04. PwC'’s opinion falsely represented that SIRVA’s 20002 and 2003 financial
statements were presented in conformity with GAAP whewy were not for the myriad
reasons herein alleged.

403. The auditor’s report must express an opinion on thadiish statements taken
as a whole and must contain a clear indication®ttraracter of the auditor’s work. The
auditor can determine that he is able to express an unedalinion only if he has
conducted his audit in accordance with GAAS. AU § 508.07.

404. PwC did not render an accurate audit report and thus dieikeotise due
professional care, because SIRVA's financial statesn@pte not in conformity with GAAP,
and because PwC failed to perform sufficient procedorasdit SIRVA'’s financial

statements as of December 31, 2001, 2002 and 2003, in accorddmGAAS.
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405. PwC issued its audit opinion, February 7, 2003, except as te 180, and
23, for which the date is August 15, 2003, and except as to Noker 24hich the date is
November 24, 2003, on SIRVA’s 2002 and 2001 financial statemehish w stated were
presented in conformity with GAAP and that PwC’s audisyerformed in accordance with
GAAS:

In our opinion, the consolidated financial statementsdish the
accompanying index present fairly, in all material respetis,
financial position of SIRVA, Inc. and its subsidiaregsDecember

31, 2002 and December 31, 2001, and the results of their
operations and their cash flows for each of the tlyess in the
period ended December 31, 2002 in conformity with accounting
principles generally accepted in the United States of risaeln
addition, in our opinion, the financial statement schedigted in

the index appearing under Item 16(b) presents fairly, imaterial
respects, the information set forth therein when reambnjunction

with the related consolidated financial statementssdHmancial
statements and financial statement schedule are thensbility

of the Company’s management; our responsibility is toesgan
opinion on these financial statements and financial reete
schedule based on our audits. We conducted our audits ef thes
statements in accordance with auditing standards generally
accepted in the United States of America, which require wiea
plan and perform the audit to obtain reasonable assuralinout
whether the financial statements are free of matenisstatement.

An audit includes examining, on a test basis, evidence sumport
the amounts and disclosures in the financial statemassgssing

the accounting principles used and significant estimatadeny
management, and evaluating the overall financial stateme
presentation. We believe that our audits provide a refd®tasis

for our opinion.

As discussed in Note 6 to the consolidated financialrsiates, the
Company changed the manner in which it accounts for goodwill
and other intangible assets upon adoption of the aaogunt
guidance of Statement of Financial Accounting StandardsLi®,
Goodwill and Other Intangible Assets on January 1, 2002.

406. PwC issued its audit opinion, dated February 13, 2004, on SIRR0®2 and

2003 financial statements. PwC'’s opinion stated that siRW/financial statements were
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presented in conformity with GAAP and that PwC’s audisyerformed in accordance with

GAAS:

In our opinion, the consolidated financial statementsdish the
accompanying index present fairly, in all material respetis,
financial position of SIRVA, Inc. and its subsidiaregsDecember

31, 2003 and December 31, 2002, and the results of their
operations and their cash flows for each of the tlyess in the
period ended December 31, 2003 in conformity with accounting
principles generally accepted in the United States of riaeln
addition, in our opinion, the financial statement schedigted in

the accompanying index presents fairly, in all materigdeets, the
information set forth therein when read in conjunctigith the
related consolidated financial statements. These fiaAnci
statements and financial statement schedule are thensbility

of the Company’s management; our responsibility is toesgan
opinion on these financial statements and financial reete
schedule based on our audits. We conducted our audits ef thes
statements in accordance with auditing standards generally
accepted in the United States of America, which require wiea
plan and perform the audit to obtain reasonable assuralinout
whether the financial statements are free of matenisstatement.

An audit includes examining, on a test basis, evidence sumport
the amounts and disclosures in the financial statemassgssing

the accounting principles used and significant estimatadenby
management, and evaluating the overall financial stateme
presentation. We believe that our audits provide a refd®asis

for our opinion.

As discussed in Note 17, the Company changed its accouating f
redeemable junior preferred stock upon adoption of Stateafent
Financial Accounting Standards No. 150, “Accounting for Qerta
Financial Instruments with Characteristics of bothbiliaes and
Equity,” on July 1, 2003. As discussed in Note 7, the Company
changed its accounting for goodwill and other intangibleetss
upon adoption of Statement of Financial Accounting Standsods
142, “Goodwill and Other Intangible Assets,” on January 1, 2002.

407. PwC also assisted SIRVA in its fraud during the Clas®@&day issuing a

Consent Letter, dated February 13, 2004 that permitted SEBW#orporate by reference

PwC'’s materially false and misleading reports into then@any’s Registration Statements.

For example:
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408.

We hereby consent to the incorporation by referencehis t
Registration Statement on Form S-8 of our report datédukey

7, 2003, except as to Notes 19, 20, and 23, for which the date is
August 15, 2003, and except as to Note 24, for which the date is
November 24, 2003, relating to the financial statements and
financial statement schedule of SIRVA, Inc., which apein
SIRVA, Inc.’s registration statement on Form S-1,aasended,
dated November 24, 2003 (Registration No. 333-108185).

of SIRVA's internal controls that adversely affectd®%A’s ability to record, process,

summarize, and report financial data consistent witlasisertions of management in the

financial statements. See AU § 325.02. Indeed, many afethaencies encountered by

PwC at SIRVA, as described in the September 21, 2005 8-Istrdiagly similar to the

examples cited in AU 325.21 as “significant deficienciethendesign or operation of

internal control.” For example:

[

Evidence of failure of identified controls in preventogdetecting
misstatements of accounting information;

Evidence that a system fails to provide completeamodrate output
consistent with the entity’s control objectives hesaof the misapplication of
controls;

Evidence of failure to safeguard assets from loss, gamamisappropriation;

Evidence of the intentional override of internal cohby those in authority to
the detriment of the overall objectives of the system

Evidence of failure to perform tasks that are parttafrimal control, such as
reconciliations that are not prepared or are not preparadiinely manner;

Evidence of manipulation, falsification, or alteratiof accounting records or
supporting documents;

Evidence of intentional misapplication of accountingn@ples;
Evidence of misrepresentation by client personneldéatiditor;

Evidence that employees or management lack the quadifisaand training
to fulfill their assigned functions;

Absence of a sufficient level of control consciowsseithin the organization;

Failure to follow up and correct previously identified med control
deficiencies;
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1 Evidence of undue bias or lack of objectivity by thosearsible for
accounting decisions

409. Moreover, PwC ignored the standard auditing guidance \tHresn
management fails to display and communicate an apprep@atiude regarding internal
control, such as ineffectively communicating and supportiognapany’s values or ethics or
communicating inappropriate values or ethics, the auditor caunsider the fact that,
although “such risk factors do not necessarily indicateettistence of fraud, they often have
been observed in circumstances where fraud has occurA&l§ 316.11.

410. The consideration of internal controls is so impdrtarconducting audits that
AU 8§ 319 contains 110 subparts and spans more than 30 pageQICPA’s manual of
professional standards. Nevertheless, PwC disreganddddt that SIRVA'’s internal
controls were practically nonexistent.

411. To be sure, PwC was aware of the importance of inteamdrols. Indeed, on
January 15, 2003, PwC placed a full page advertisement iogh&ngeles Timestating its
view concerning the importance of effective internal oulsf’

Today’s topic for conversation: Internal control, ,ithe ability of
a company to monitor itself

It is sobering to see how many of last year’'s Corgosgiandals
were apparently a result of lax controls or manag¢menerride
of internal control processes. A better system odrivdl checks
and balances would have caught many of these problefosebe
they became headlines, before they hurt investors.

The Sarbanes-Oxley Act has responded to this situatiqguuibiyng
the accountability of internal financial control squarely the

° A January 1, 2003 article ifhe New York Times concerning PWC's advertisements stated that
PWC “faces a significant challenge from continuing pusdicutiny of its past work. For
instance, it approved of financial disclosures at Tycamaténal despite the company’s use of
“aggressive accounting that, even when not erroneousjnagstaken with the purpose and
effect of increasing reported results above what theyldvhave been if more conservative
accounting were used.” Jonathan D. Gla®ergewaterhouse Taking a Sand, And a Big Risk,
N.Y. Times, January 1, 2003, at C1.
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shoulders of both company management and, ultimaitelpur
opinion, its board of directors.

Sarbanes-Oxley is also requiring external auditors tostatte
management’s assertions regarding the effectivenesshef t
company’s internal control and procedures for financial ntemp

These changes are good, but no one should think the geaishe
just a good report card. The opportunity exists to credtiglaer
level of monitoring and control, which, coupled with arispf
transparency, will create better communications tarheketplace
and, ultimately, rebuild investor confidence.

But that is going to require looking at internal contnok as a
checklist, as many do, but as a dynamic process.

The daily challenges a business faces — new staffstaffs more
demands and an even greater opportunity for conflict — dhaatl
be allowed to create opportunities for fraud, confusion @nev
innocent human error.

412. In SIRVA's 8-K Defendants admitted that “[t{jhe Company dot maintain
an effective control environment based on criteria astadd in Internal Control—Integrated
Framework issued by COSO. Management did not set a cuiatrextended the necessary
rigor and commitment to internal controls over finahceporting. This control deficiency
contributed to an environment which allowed journal estwéhout acceptable support or
sufficient documentation to be recordéi.’SIRVA 8-K at 12.

413. Despite its obvious awareness of the importance efnat controls, PwC, in
violation of SAS No. 82, failed to give adequate considenab the risk that the audited
financial statements of SIRVA were free of matemgdstatement, whether caused by error

or fraud. In this regard, PwC knew or recklessly disreghnilgnerous circumstances that

910 1992, the Committee of Sponsoring Organizations of teadway Commission (COSO)
developed a model for evaluating internal controls. Tludehhas been adopted as the generally
accepted framework for internal control and is widelyognized as the definitive standard
against which organizations measure the effectivenesgiofstystems of internal control.
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occurred or existed at SIRVA during the Class Periodateaspecifically identified in SAS
No. 82 as “risk factors relating to misstatements ariimg fraudulent financial reporting.”
These risk factors include, but are not limited to:
0 A failure by management to display and communicate an
appropriate attitude regarding internal control and the

financial reporting process such as inadequate monitoring
of significant controls;

0 Domination of management by a single person or small
group without compensating controls such as effective
oversight by the board of directors or audit committee;

0 Unusually rapid growth or profitability especially
compared with that of other companies in the same
industry.

As Plaintiffs have described above, each of thesaingusigns was applicable to SIRVA during
the Class Period. Still, PwC violated GAAS by issuilgao audit reports on SIRVA's financial
statements.

414. An audit conducted in accordance with GAAS requiresahauditor
consider the effectiveness of the audited company’sn@teontrols systems before issuing
an audit report on financial statements derived from systems. As the SIRVA
Defendants have now admitted, the Company’s misstateraad violations of GAAP were
masked, in large part, by the Company’s utter lack of iatexontrols and accounting
systems, which PwC intentionally or recklessly disrdgdr In light of the SIRVA
Defendants’ admissions, it is inconceivable that Pe@dhave opined that the Company’s
financial statements were fairly stated when thésesents were prepared by
fundamentally flawed accounting systems because lackevhad controls “could adversely
affect the organization’s ability to record, processnsarize, and report financial data
consistent with the assertions of management ifithacial statements.” AU § 325.02.
These serious flaws did not develop overnight. Indeeslatimitted that the internal control
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weaknesses were rampant and existed from the beginningrd@@athrough the third
qguarter of 2004 — encompassing nineteen reporting periods. Wworéloese serious flaws
resulted in overstated earnings by “[a]pproximately $36 milibthe unanticipated pre-tax
charges are related to accounting errors ($34 milliotectk®d continuing operations) . . .."
415. In this regard, the Company admitted that:

These control deficiencies contributed to the restatgénof the

Company’s 2003, 2002, 2001 and 2000 annual consolidated

financial statements and 2004 and 2003 interim consolidated

financial statements, as well as adjustments, includingit

adjustments, to the Company’s 2004 annual consolidated falanci

statements. Additionally, these control deficien@esld result in

a misstatement of account balances or disclosurdading those

described above, that would result in a material migsete to

annual or interim financial statements that would noprexented

or detected. Accordingly, these control deficienciesstitute
material weaknesses.

416. Even the most basic audit procedures are designed to sietbotonduct and
occurrences, particularly when, as here, the fraudtedethe Company’s core operations,
occurred over approximately five years, and resultedatenally false and misleading
financial statements. For example, PwC acquiesce@tenDants’ use of manual journal
entries despite the fact that “[nJon-standard journalies may pose increased risk to the
auditor in that they might conceal attempts by managetoananipulate earnings and can
be recorded in practically any account.” AICPA Pracfgsrt 98-2.

417. Among other things, PwC knew or recklessly disregardad3ti/A’s Class
Period financial statements violated GAAP and were naditefalse and misleading and
inherently unreliable because, among other things:

a. improperly failing to take a timely charge to accruatamal
liabilities related to SIRVA’'s multiple-line property andmmercial liability insurance;

b. improperly overstating premium revenue;
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C. improperly overstating commission income;
d. improperly accounting for accrued expenses, includingadiut
limited to, claim expenses, ceded insurance premiumsainseiroker profit sharing, customer

incentives, and agent commissions liability;

e. improperly accelerating revenue related to both Corparaseaind
referral fees;

f. improperly accounting for home inventory valuation reser

g. improperly accounting for its facility leases; and

h. failing to establish and maintain adequate internalatmg

controls.

418. Because of the pervasiveness of these problems and thiacktef internal
controls evident at the Company, PwWC knew of, or reckleisiegarded, the Company’s
improper financial reporting practices complained of heaim, nevertheless, proceeded to
issue materially false and misleading unqualified audit opgauring the Class Period.

419. Thus, inissuing its “clean” audit opinions on SIRVA'sdncial statements,
PwC knowingly or recklessly (1) failed to investigate sightly, evidence of fraud by
Defendants or take into account other conspicuous ristirfact “red flags” that would have
alerted PwC to the deceptive computations; and (2) impeahtyisslied on SIRVA's
admittedly deficient internal controls in conductingatglits. In this regard, PwC ignored
the following adverse factors:

a. As Defendants have admitted, SIRVA lacked adequateotont

over manual entries and the process for documentingrteess of making manual entries.
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b. As Defendants have now admitted, SIRVA'’s senior mament
and employees in finance-related positions failed tovolip on issues and provide adequate
oversight.

C. As Defendants have now admitted, SIRVA lacked system
processes or controls necessary to ensure that thpady's financial statements were reported
accurately.

d. As Defendants have now admitted, SIRVA did not hiegnt and
supervise personnel necessary to ensure that the Compaaysidl statements were reported
accurately.

e. As Defendants have now admitted, SIRVA placed unduss foo
setting aggressive targets, without sufficient consideraif the potential impact on the
Company’s internal controls.

f. As Defendants have now admitted, SIRVA senior managém
and employees in finance-related positions failed tolliasGorporate culture that focused on
robust internal controls and internal audit procedures.

420. In addition, PwC violated the third standard of reportirguieng that
“[iinformative disclosures in the financial statemeaits to be regarded as reasonably
adequate unless otherwise stated in the report.” AU 8sd84tso APB No. 22. Indeed,
PwC knew or recklessly disregarded that SIRVA’s Claa$ol financial statements were
false and misleading and failed to comply with GAAP beedhey improperly failed to
disclose “[t]he effect on income before extraordynems, net income and related per share
amounts of the current period . . . for a change imas# that affects several future periods .
....” APB No. 20 Accounting Changes 1 33 (July 1971). krgard, the Company

disclosed, in pertinent part:
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changes in estimating methodology related to purchased
transportation expenses (“PTE”) implemented during then@dth
period ended September 30, 2004 were appropriate, improved the
quality of the estimates, and were not “reversed engdée¢o hit
earnings targets. The review did, however, note thatp@agn
personnel had made numerous errors such as math errors,
inconsistent application of current methodology and use of
incorrect or incomplete data when calculating the entioe this
account. In addition, the Company did not disclosesmiblic
filings for the third quarter of 2004 that approximately $1.7iomill

of net income for the quarter resulted from a changetimating
methodology rather than from business operations.

Changes in the cargo claims reserve methodology f@ralewnits
within Moving Services North America in the fourth quarter of
2002 that increased income by approximately $2.4 million were
inadequately disclosed in the Company’s public filings.

Changes in the cargo claims reserve methodology fodiwsions
within Moving Services North America in the second quarfer o
2003 that increased income by approximately $771,000 were not
disclosed in the Company'’s public filings.

421. Accordingly, investors were unable to assess the ingpaearnings related to
the changes in methodologies. Indeed, GAAP statés tha

[clomparability . . . and consistency in the applicattdrmethods
over time increases the informational value of compassof
relative economic opportunities or performance. Tgaicance
of information, especially quantitative information,pdads to a
great extent on the user’s ability to relate it to edyanchmark.

422. Accordingly, because SIRVA “omit[ted] from the finaalcstatements,
including the accompanying notes, information that [waglired by generally accepted
accounting principles, [PwC] should [have] express[ed] afipdlor an adverse opinion and
should [have] provide[d] the information in [their] report...” AU 8§ 431.03.

423. Also, during the course of PwC'’s audits of SIRVA, theppeared numerous
“red flags” which should have raised questions in the atgliminds and led them to
procure additional evidential matter. In conducting an aadiauditor must obtain

sufficient competent evidential matter through inspegtobservation, inquiries and
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confirmations to afford a reasonable basis for an opiregarding the financial statements
under audit. AU § 326.01.
PwC did not obtain sufficient competent evidentialteratipon which to base its audit opinions
and thus did not exercise due professional care, desepiteitherous red flags:

"1 The Company’s “tone at the top” is characterized by a
performance culture with an emphasis on setting aggressive
targets, tracking performance and meeting commitments.
This focus on earnings performance is neither unusual nor
problematic; however, the Independent Review concluded
that this performance culture did not consistently extend
with the same rigor or commitment to the financial
reporting and compliance areas. The Company had a
regular practice of looking to the balance sheet asiece
of earnings.

1 The Company did not follow a sufficiently diligentogess
with respect to the review and approval of manual and
nonrecurring journal entries at certain of its accougntin
locations.

1 Some of these accounting entries were made without
acceptable support or sufficient documentation.

"1 This lack of effective controls resulted in the Company
failure to prevent or detect errors in the areas of ime@ra
ceded premium liabilities, home inventory valuation
reserves and other accrued liabilities.

"1 Intercompany accounts: The Company historically
attempted to reconcile the amounts due to and due from
each of its subsidiaries and affiliates (“intercompany
accounts”). However, the intercompany receivables and
payables were not always compared to subledger detail at
certain accounting locations. Additionally, monthly
intercompany variances, often thought to be due to timing
differences or currency changes, were not thoroughly
analyzed and resolved in a timely manner. After a more
comprehensive study and the initiation of a new
intercompany reconciliation and settlement policy, the
Company recorded an adjustment in the amount of
approximately $3 million to increase expense to agree all
intercompany accounts. The correction of error impacted
Q1 through Q3 of 2004, 2003, and 2002 and prior periods.

424. Moreover, according to the August 2005 Cleary Gottlieb Pretsamta
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A number of accounting entries being corrected as part of
the restatement were made without acceptable support or
sufficient documentation. In a number of instanedsle
evidence does not demonstrate that the misstatemergs wer
made intentionally, it cannot be ruled out.

The finance function of the Company at the time had
insufficient resources and public company accounting
expertise.

Certain accounting personnel with the Company at the ti
lacked adequate qualifications, supervision and training.

In some instances, certain senior finance and accguntin
personnel failed to probe issues beyond general inquiries
and failed to provide adequate oversight with regard to
accounting and financial matters surrounding post-
acquisition integration.

The Company’s internal controls in effect at timetifailed
to prevent and detect misstatements in a timely manner.

* * *

These misstatements from the Global RelocatiowmiGey
segment (approximately $2.9 million reviewed in all
phases) arose from excessive reliance on subjective
“jludgment,” misapplications of GAAP at various leveils i
the financial organization and a failure to inform the
Corporate controller’'s group adequately about certain
accounting entries.

These misstatements in the Network Services Segment
(approximately $14.5 million reviewed in all phases) arose
from inadequate financial resources in the segment irsterm
of number, qualifications and experience of personnel.
These difficulties, along with shortcomings in finac
information systems, resulted in a series of mistakels
supervisory lapses at junior and senior levels.

These misstatements in the Moving Services Europe &
Asia Pacific segment (approximately $1.5 million reviewed
in all phases) resulted from a limited understanding.&f
GAAP by local finance personnel in Europe, inadequate
training, failure to consult superiors on U.S. GAAP et
and in some instances a failure to follow up by U.S nfiea
personnel.
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425. PwC also failed to obtain and evaluate sufficient commetvidential matter
to support significant accounting estimates related to asgmaghat affect the reported
amounts of assets, liabilities, revenue and expensebe $ore, the Company has admitted
that:

Significant portions of the Company’'s financial resudi® the
product of estimates that are made at the end of repgénods.
In some instances, the assumptions underlying estimatesnoer
well documented, and in others the estimates appearescsud)j
Given the Company’s performance culture, the timing bifreges

in the reporting cycle and the subjectivity involved iniegtthese
estimates, possibilities for abuse are created.

426. Indeed, PwC knew or recklessly disregarded that “assungptioderlying
estimates were not well documented, and in othersstiraates appeared subjective,”
however, PwC failed to evaluate whether the estimaége reasonable, despite the fact that
they encompassed “[s]ignificant portions of the Compangarcial results . . . .”

427. In evaluating the reasonableness of an estimateuth®ashould focus on
key factors and assumptions that are: (1) significariteé@tcounting estimate; (2) sensitive
to variations; (3) deviations from historical patterngj é4) subjective and susceptible to
misstatement and bias. AU 8 342.09. In fact, SIRVA'sredes were not reasonable as
admitted by the Company in its September 21, 2005 8-K and thtstateel earnings, in
direct contradiction to the accounting principles andisféitat existed at the time.
Accounting Principles Board No. 20: Accounting Changes dl {971) (allows for
restatements due to “mathematical mistakes, mistakée @pplication of accounting
principles, or oversight or misuse of facts that exisit the time the financial statements

were prepared.”).
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C. PwC Lacked Independence

428. lItis a fundamental principle of GAAS that, “[ijn aflatters relating to the
assignment, an independence in mental attitude is to in¢éamad by the auditor or
auditors.” AU § 220.01. PwC failed to perform its audid@eordance with this principle.
In this regard, PwC served as SIRVA'’s actuary until @5, providing actuarial analysis
through December 31, 2004. As actuary, PwC performed arriattralysis of claims
payments and expected claim costs to establish res¢egeused to set SIRVA'’s insurance
loss reserves in the Company'’s financial statementsurh, PwC was supposed to evaluate
the work of a specialist. AU 8 336. In this regard, PwQragrother things, would be
required to apply additional procedures if it believed thatdeterminations made by the
specialist were unreasonable. AU § 336.13. In other woudg,its own work. Indeed, it is
no surprise that the Sarbanes-Oxley Act lists actuseialices as “unlawful” if provided to a
publicly held company by its auditor. PwC'’s role as SIRV&ctuary was also significant
since SIRVA took two separate charges totaling approxim@gymillion, related to it loss
reserves.

XVI. CLASS ACTION ALLEGATIONS
A. General

429. Plaintiffs bring this action as a class action purst@afRule 23(a) and (b)(3)
of the Federal Rules of Civil Procedure on behalf obas (the “Class”) consisting of all
persons who purchased the common stock of SIRVA betivegamber 25, 2003 and
January 31, 2005, inclusive (the “Class Period”), includingehads purchased SIRVA
shares pursuant or traceable to the Company’s Regist&tabement and Prospectus for its
November 25, 2003 IPO of 21,052,632 shares of common stock.&0%#3 share and the

June 10, 2004 Secondary Offering of an additional 18,500,000 sh&23 ja¢r share.
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Excluded from the Class are the Defendants herein, merabeach Individual Defendant’s
immediate family, any entity in which any Defendang bacontrolling interest, and the legal
affiliates, representatives, heirs, controlling perssanscessors, and predecessors in interest
or assigns of any such excluded party.

430. Because SIRVA has millions of shares of common stotstanding, and
because the Company’s common stock was actively traddtedNASDAQ National
Markets during the Class Period, members of the Classoamamerous that joinder of all
members is impracticable. As of November 11, 2004, SIRVA/Ba64 8,844 shares
outstanding. While the exact number of Class mentsronly be determined by
appropriate discovery, Plaintiffs believe that Classnimers number at least in the thousands
and that they are geographically dispersed.

431. Plaintiffs’ claims are typical of the claims of theembers of the Class,
because Plaintiffs and all of the Class members siestaiamages arising out of Defendants’
wrongful conduct complained of herein.

432. Plaintiffs will fairly and adequately protect the intésesf the Class members
and have retained counsel who are experienced and compettags and securities
litigation. Plaintiffs have no interests that aomicary to or in conflict with the members of
the Class Plaintiffs seek to represent.

433. A class action is superior to all other available méshior the fair and
efficient adjudication of this controversy, since gen of all members is impracticable.
Furthermore, as the damages suffered by individual membthis €lass may be relatively
small, the expense and burden of individual litigation nakepossible for the members of
the Class individually to redress the wrongs done tmth&here will be no difficulty in the

management of this action as a class action.
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434. Questions of law and fact common to the members oCthss predominate
over any questions that may affect only individual membetthat Defendants have acted
on grounds generally applicable to the entire Class. mynioe questions of law and fact
common to the Class are:

I whether the federal securities laws were violated by budnts’
acts as alleged herein;

il. whether the Registration Statement and Prospectustgefo
November 25, 2003 IPO and June 10, 2004 SPO contained matesi@ternents or omissions;

iii. whether the Company’s other publicly disseminated relessds
statements during the Class Period omitted and/or misemiex material facts and whether
Defendants breached any duty to convey material factsamrtect material facts previously
disseminated,;

V. whether Defendants participated in and pursued the fraudulent
scheme or course of business complained of;

V. whether the Defendants acted willfully, with knowledge
recklessly, in omitting and/or misrepresenting matdaiets;

Vi. whether the market prices of SIRVA common stock durieg th
Class Period were artificially inflated due to the materondisclosures and/or
misrepresentations complained of herein; and

Vii. whether the members of the Class have sustained daaradjgé
so, what is the appropriate measure of damages.

B. Applicability of Presumption of Reliance: Fraud on the Market Doctrine

435. Plaintiffs will rely, in part, upon the presumption efiance established by the

fraud-on-the-market doctrine in that, among other things:
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a. Defendants made public misrepresentations or failed ttodestacts

during the Class Period;

b. The omissions and misrepresentations were material;
C. SIRVA securities traded in an efficient market;
d. The misrepresentations alleged would tend to induce anable investor

to misjudge the value of the Company’s securities; and

e. Plaintiffs and the other members of the Class purchal$®dASsecurities
between the time Defendants misrepresented or faildgd¢tose material facts and the time the
true facts were disclosed, without knowledge of the presented or omitted facts.

436. At all relevant times, the market for SIRVA secustigas an efficient market
for the following reasons, among others:

a. SIRVA securities were listed and actively traded durirgGlass Period
on the NASDAQ exchange, an open, highly efficient andmated market. The average daily
volume of the SIRVA’s common stock during the Classd@ewas 381,061 shares based on
information from the Yahoo Finance website. Theltotanber of shares traded during the Class
Period was 113,175,100 shares;

b. As a regulated issuer, SIRVA regularly made public filingsluding its
Forms 10-K, Forms 10-Q and related press releases, withER.

C. SIRVA was followed by analysts from major brokerageduding JP
Morgan Americas, Deutsche Bank, Credit Suisse FirstdBp§soldman Sachs, Oppenheimer &
Co., Prudential Equity Group, Baer Stearns. The repbtteese analysts were redistributed to
the brokerages’ sales force, their customers, and the@mibiérge; and

d. SIRVA regularly communicated with public investors visaéished

market communication mechanisms, including the Company’siteebsgular disseminations of
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press releases on the major news wire services, andvatieeranging public disclosures, such
as communications with the financial press and othetaimaporting services.

437. As aresult, the market for SIRVA securities digestatent information
regarding the Company from the publicly available sourcexitesl above and reflected
such information in the prices of SIRVA’s securitiess would be expected where a security
is traded in an efficient market, material news conogr@lRVA'’s business had an
immediate effect on the market price of SIRVA'’s se@sj as evidenced by the rapid
decline in the market price in the immediate afternoétBIRVA'’s corrective disclosures as
described herein. Under these circumstances, all pershaESIRVA's securities during the
Class Period suffered similar injury due to the fact thatprice of SIRVA securities was
artificially inflated throughout the Class Period. Aettimes they purchased or otherwise
acquired SIRVA’s securities, Lead Plaintiffs and othembers of the Class were without
knowledge of the facts concerning the wrongful conductedleherein and could not
reasonably have discovered those facts. As a rédseilpresumption of reliance applies.
Plaintiffs will also rely, in part, upon the presumptiof reliance established by a material
omission.

XVIl. LOSS CAUSATION

438. During the Class Period, as detailed herein, Defendagégied in a scheme
to deceive the market and a course of conduct that edtifinflated SIRVA'’s stock price
and operated as a fraud or deceit on Class Period purslod$SiRVA stock by
misrepresenting the Company’s financial results and bsssigccess, including but not
limited to misrepresentations regarding the success &liropean operations and the

adequacy of its insurance reserves. Defendants achl@sddgade of success, growth and
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strong future business prospects by blatantly misrepreseh@ér@ompany’s risk and making
a series of false and misleading statements regardisg thaterial issues.

439. As aresult of Defendants’ fraudulent conduct as allegeelit, the prices at
which SIRVA securities traded were artificially infldtduring the Class Period. When
Plaintiffs and other members of the Class purchasedSheWA securities, the true value of
such securities was substantially lower than the pecaslly paid by Plaintiffs and the
other members of the Class.

440. During the Class Period, Defendants improperly inflatd@\V&\'s reported
results and made numerous false and misleading stateregatding many aspects of its
business. Later, however, when the truth gradually ttakie and Defendants’ prior
misrepresentations and fraudulent conduct were disclosedesmmame apparent to the
market, SIRVA stock fell precipitously as the priorifasial inflation came out of SIRVA’s
stock price. As a result of their purchases of SIRYO&Is during the Class Period, Plaintiffs
and other members of the Class suffered economicilesslamages under the federal
securities laws.

441. By their misrepresentations, the Defendants consigteresented a
misleading picture of SIRVA'’s business and prospects. Thstg®ad of truthfully disclosing
during the Class Period that SIRVA’s business was nbéakhy as represented, Defendants
caused SIRVA to falsely report revenues and earnings.nBafis also concealed that
SIRVA's European operations were struggling, and that itgamse reserves were
materially understated.

442. Inignorance of the materially false and misleadiature of the statements
and documents made by the Defendants, as well as thesadwadisclosed information

known to the Defendants, Plaintiffs and the other membkthe Class relied, to their
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detriment on such statements and documents, and/oe amtelgrity of the market, in
purchasing their SIRVA stock at artificially inflated ggduring the Class Period. Had
Plaintiffs and the other members of the Class knowrirtlth, they would not have taken
such actions.

443. These false statements directly or proximately causeggere a substantial
contributing cause of the damages and economic lossrscstoy Plaintiffs and the other
members of the Class, and maintained the artificiadtiioih in SIRVA’s stock price
throughout the fourteen-month Class Period and unttirthk leaked into and was revealed
to the market, at which time the prior artificial intftan came out of the stock.

444, Concurrent with Defendants’ false and misleading stamesregarding the
adequacy of the Company’s insurance reserves and the sattes€ompany’s European
operations, Defendants concealed the falsificatio®lBVA's financial statements for the
fiscal years 2002, 2003 and the first nine months of fiscal 3804.

445. Defendants’ false and misleading statements had thededeeffect and
directly or proximately caused, or were a substantiafrdmuting cause of SIRVA'’s stock
trading at artificially inflated levels, reaching as high$26 per share, throughout the Class
Period.

446. In mid November 2004, SIRVA's stock price experienced adayedrop of
24.5%, falling from $23.78 per share to $17.95 per share followinGahgany’s
announcement that it was taking a $15.2 million charge tease its loss reserves and for
the difficult operating conditions it was experiencindgurope, and that it was reducing its
2004 earnings guidance. This drop resulted in a $427,883,574 loaskiet rtapitalization
over one day. Later, on January 31, 2005, Defendantdeduwdat the Company would not

meet its previously issued earnings guidance for the fourthenudr2004, and that it had

168



commended a review of its accounting practices and basdnees accounts. These public
revelations indicated that SIRVA'’s fourth quarter anddisyear 2004 results would be much
worse than prior forecasts. After the January 31, 200 petease, Credit Suisse First
Boston analysts were concerned about the Company’ ®fackibility, stating that “[m]ost
concerning in our opinion, is the lack of visibility regaiglthe operating margin in the
corporate relo[cation] segment, which we view as tbhetnmportant value driver for the
company.”

447. As a direct result of the public revelations regardingthéh about SIRVA's
previously reported financial results and its actual busipexsgpects going forward,
SIRVA's stock price plummeted an 38.47%, on unusually highrae| falling from $14.40
on January 28, 2005 to $8.86 per share on January 31, 2005, a $itapldf per share from
its Class Period high in April 2003. The drop resultedameday market capitalization loss
of $407,460,596. Moreover, this drop, and the drop in November 2008yed the
inflation from SIRVA's stock price, causing real economaiss to investors who had
purchased the stock during the Class Period, and causingd lagst@ market capitalization
over the Class Period of $651,504,032.

448. The 51% decline in SIRVA's stock price between Noven2ser2003 and
January 31, 2005 was a direct results of the nature and ek@afendants’ fraud finally
being revealed to investors and the market. The timing agghilmde of SIRVA'’s stock
price declines negate any inference that the loss edftey Plaintiff and other Class
members was caused by changed market conditions, macoo&car industry factors or
Company-specific facts unrelated to the Defendants’ fieatlgconduct. During the same
period in which SIRVA'’s stock price fell 51% as a restilbefendants’ fraud being

revealed, the Standard & Poor’s 500 indeteasedby over 12%. The economic loss,,
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damages, suffered by Plaintiff and other members of Bxes@vas a direct result of
Defendants’ fraudulent scheme to artificially inflat&R8A’s stock price and the subsequent
significant decline in the value of SIRVA'’s stock wheaféndants’ prior misrepresentations
and other fraudulent conduct was revealed and the atiinflation came out of SIRVA'’s
stock.

449. In other words, there were no changed economic ciranoss, changed
investor expectations, new industry-specific facts oN@\Rpecific facts, conditions or
other events, which taken separately or together actmutite declines in the price of
SIRVA stock described herein.

XVIIl. EXCHANGE ACT CLAIMS
COUNT IV

VIOLATION OF SECTION 10(B) OF THE EXCHANGE ACTANDRU LE 10B 5
PROMULGATED THEREUNDER AGAINST SIRVA, THE INDIVIDUA L
DEFENDANTS, CD&R AND PWC

450. Lead Plaintiff repeats and reiterates the Exchange Raoin€ set forth above
as though fully set forth herein. This claim is agskragainst Defendants SIRVA, the
Individual Defendants, CD&R and PwC.

451. During the Class Period, SIRVA, the Individual Defenda@B&R and PwC
carried out a plan, scheme and course of conduct whiclinteasled to and, throughout the
Class Period which did: (a) deceive the investing publidydincg Lead Plaintiff and other
Class members, as alleged herein; (b) artificialllatefand maintain the market price of
SIRVA's publicly traded securities; and (c) cause LeadchEfaand other members of the
Class to purchase SIRVA's publicly traded securities dtcaatly inflated prices. In
furtherance of this unlawful scheme, plan and coursenduct, Defendants SIRVA, the

Individual Defendants, CD&R and PwC took the actionda#h herein. Defendants
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SIRVA, the Individual Defendants, CD&R and PwC are suggriasary participants in the
wrongful and illegal conduct charged herein.

452. In addition to the duty of full disclosure imposed on@&@wefants SIRVA, the
Individual Defendants, CD&R and PwC as a result of thrgiking of affirmative statements
and reports, or participation in the making of affirmatstatements and reports to the
investing public, they each had a duty to promptly disseminateul information that
would be material to investors in compliance with titegrated disclosure provisions of the
SEC as embodied in SEC Regulation S-X (17 C.F.R. § 280%4.), S-K (17 C.F.R. §
229.10et seq.) and other SEC regulations, including accurate and tiuttfrmation with
respect to SIRVA's operations, financial condition andgrerance so that the market prices
of the Company’s publicly traded securities would be baseaduthful, complete and
accurate information.

453. Defendants SIRVA, the Individual Defendants, CD&R and Pin@ividually
and in concert, directly and indirectly, by the use, msear instrumentalities of interstate
commerce and/or of the mails, engaged and participatedantanuous course of conduct to
conceal adverse material information about the busibessess practices, performance,
operations and future prospects of SIRVA as specifiedrherei

454. These Defendants employed devices, schemes and attifidefraud, while
in possession of material adverse non-public informatimhengaged in acts, practices, and
a course of conduct as alleged herein in an effort tor@assvestors of SIRVA'’s value and
performance and continued substantial growth, which indltige making of, or the
participation in the making of, untrue statements of nmatiarcts and omitting to state
material facts necessary in order to make the statsneade about SIRVA and its business

operations and future prospects in the light of the nistances under which they were
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made, not misleading, as set forth more particularlgiheand engaged in transactions,
practices and a course of business which operated as afrdutceit upon the purchasers
of SIRVA's securities during the Class Period.

455. As aresult of the dissemination of the materiadligé and misleading
information and failure to disclose material factsseisforth above, the market price of
SIRVA's securities were artificially inflated during tk#ass Period. In ignorance of the fact
that market prices of SIRVA’s publicly traded securitiegavartificially inflated, and relying
directly or indirectly on the false and misleadingtetments made by Defendants SIRVA, the
Individual Defendants, CD&R and PwC, or upon the integrftthe market in which the
securities trade, and/or on the absence of materialselvnformation that was known to or
recklessly disregarded by Defendants but not disclosed ircmtdtements by Defendants
during the Class Period, Lead Plaintiff and the other mesrdfethe Class acquired SIRVA
securities during the Class Period at artificially higiogs and were damaged thereby.

456. At the time of said misrepresentations and omissioeed Plaintiff and other
members of the Class were ignorant of their falsity believed them to be true. Had Lead
Plaintiff, the other members of the Class and the myld@e known of the true performance,
business practices, future prospects and intrinsic valubRyMAstock, which were not
disclosed by Defendants, Lead Plaintiff and other meniddfdete Class would not have
purchased or otherwise acquired their SIRVA publicly tradedrgees during the Class
Period, or, if they had acquired such securities during es®eriod, they would not have
done so at the artificially inflated prices which thpeyd.

457. By virtue of the foregoing, Defendants SIRVA, the IndividDafendants,
CD&R and PwC have each violated Section 10(b) of thdan&xge Act, and Rule 10b-5

promulgated thereunder.
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458. As a direct and proximate result of these Defendantshgful conduct, Lead
Plaintiff and the other members of the Class sufferasbdas in connection with their
respective purchases and sales of the Company’s secduitieg the Class Period.

COUNT V

FOR VIOLATIONS OF SECTION 20(a) OF THE 1934 ACT AGAINST TH E
INDIVIDUAL DEFENDANTS AND CD&R

459. Lead Plaintiff repeats and reiterates the Exchange Raoin€ set forth above
as if set forth fully herein. This claim is assdrégainst the Individual Defendants and
CD&R.

460. The Individual Defendants and CD&R each acted as aaltmg person of
SIRVA within the meaning of Section 20(a) of the ExchafAgeas alleged herein. By
virtue of their high level positions with the Company, jggsation in and/or awareness of
the Company’s operations and/or intimate knowledge of tmapgany’s actual performance,
the Individual Defendants and CD&R had the power to influemckcontrol and did
influence and control, directly or indirectly, thecdgon making of the Company, including
the content and dissemination of the various statesweimth Lead Plaintiff contends are
false and misleading. Each of these Defendants wagdebwith or had unlimited access to
copies of the Company’s reports, press releases, puligsfand other statements alleged
by Lead Plaintiff to be misleading prior to and/or shoather these statements were issued
and had the ability to prevent the issuance of thersents or cause the statements to be
corrected.

461. In addition, each of these Defendants had direct imvoént in the day to day
operations of the Company and/or control over majopa@te decision and policy making,
and, therefore, is presumed to have had the power tootoninfluence the particular

transactions giving rise to the securities violationsllaged herein, and exercised the same.
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462. As set forth above, SIRVA, the Individual Defenda@B&R and PwC each
violated Section 10(b) and Rule 10b-5 by their acts and @ngas alleged in this
Complaint. By virtue of their controlling positionsetindividual Defendants and CD&R
are liable pursuant to Section 20(a) of the Exchange Asta direct and proximate result of
the Individual Defendants and CD&R’s wrongful conduct,d_@daintiff and other members
of the Class suffered damages in connection with thethases of the Company’s securities
during the Class Period.

463. By reason of such wrongful conduct, the Individual Defaitsland CD&R
are liable pursuant to Section 20(a) of the Exchange Act.

COUNT VI

VIOLATION OF SECTION 8§ 20A OF THE
EXCHANGE ACT AGAINST DEFENDANT CD&R

464. Lead Plaintiff repeats and realleges the Exchange Rtn€ contained
above. This claim is asserted against Defendant CD&R.

465. Defendant CD&R, by virtue of its positions as a controspe of SIRVA,
had access to, and was in possession of, material now-mfblimation about SIRVA at the
time of its sales of 21,427,837 shares of SIRVA stock fortgeds of $448,994,893 during
the Class Period.

466. By virtue of its participation in the scheme to defraud stwes described
herein and its sales of stock while in possession tdnaanon-public information about
SIRVA, Defendant CD&R violated § 10(b) of the Exchange @&t applicable rules and
regulations thereunder.

467. Defendant CD&R'’s sale of 15,022,831 shares of SIRVA stockuioe 15,
2004 was made contemporaneously with Lead Plaintiff's purstas&l,100 shares on June

15, 2004, and 2,200 shares on June 18, 2004.
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468.

Lead Plaintiff, as well as all other members of thes€lwho purchased shares

of SIRVA stock pursuant to the SPO or contemporaneausiysales of SIRVA stock by

Defendant CD&R: (a) has suffered substantial damagtsat, in reliance on the integrity of

the market, it paid artificially inflated prices for SIR\&tock as a result of the violations of

810(b) and Rule 10b-5 herein; and (b) would not have purchaBd\3ecurities at the

prices it paid, or at all, if it had been aware thatritarket prices had been artificially and

falsely inflated by these Defendants’ misleading statesremd concealment of material

facts. Atthe time of the purchases by Lead Plaiatitf Class Members, the fair market

value of the SIRVA securities was substantially iss the price paid for them.

REQUEST FOR RELIEF

WHEREFORE, Lead Plaintiff requests a judgment, as falow

a.

Determining that this action is a proper class actod, certifying
proposed class representatives under Rule 23 of the F&idealof Civil
Procedure;

Awarding compensatory damages in favor of Lead Plamtid the other
Class members against all Defendants, jointly and siyea all
damages sustained as a result of Defendants’ wrongdoiag,amount to
be proven at trial, including interest thereon;

Pursuant to Section 304 of the Sarbanes-Oxley Act of 2002,3.8U.
87243, require SIRVA’'s CEO (Defendant Kelley) and CFO (Dad@n
Ryan) to reimburse SIRVA for (1) any bonus or other itiverbased or
equity-based compensation received by Defendant Kell®etandant
Ryan from SIRVA during the 12-month period following thestfipublic
issuance or filing with the Commission (whichever fosturs) of the
financial document embodying such financial reporting reguant; and
(2) any profits realized from the sale of SIRVA secasitduring that 12-
month period;

Awarding Lead Plaintiff and the Class their reasonabdtscand expenses
incurred in this action, including counsel fees and expes; fand

Such other and further relief as the Court may deenajsiproper.

JURY TRIAL DEMANDED

Lead Plaintiff hereby demands a trial by jury.
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Dated: October 23, 2006

Respectfully submitted,
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Nivole E. Wrigley

Ronald Steven Betman
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35 West Wacker Drive, 1Floor
Chicago, IL 60601

(312) 558-5600

Email: rsperling@winston.com
dkoropp@winston.com
mdigiannantonio@winston.com
nwrigley@winston.com
rbetman@winston.com

Attorneys for Defendants Bank of America
Securities LLC, Goldman Sachs & Ca.,
Citigroup Global Markets, Inc., JP Morgar
Securities, Credit Suisse First Boston LLC,
Morgan Stanley & Co. incorporated,
Deutsche Bank Securiities, Inc.
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