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November 1, 1991

FEDERAL ELECTION CONOISSION
999 "E" Street, N.W.
Washington, DC 20463

Reference: Violation of Federal Election Code, Excessive
Contributions to Congressional Candidates

Subject: Complaint against William Lerach, Milberg, Weiss,
Bershad, Specthrie & Lerach, Leonard B. Simon, et. al.

Dear Sirs:

I have read the story " Big Name Fund-Raising Event Prompts
Questions" which appeared in the October 28 issue of the San
Diego Edition of the Los Angeles Times. Based upon the
information contained in this article, I wish to lodge a fomal
complaint against the subject parties for violations of, and
conspiracy to violate Federal Law and the Election Code.
I have enclosed a copy of the Times article for your infermation
if this matter has not yet officially come to your attention.

2M

In too many cases of this type, high powered, wealthy and well
connected attorneys are able to flaunt the very laws they profess
to uphold and protect. William Lerach certainly falls into this
category and I sincerely hope a private citizen such as myself

0 can petition your good offices to prosecute these transgressions
to the full extent of the law. I am looking forward to a
published notice that Mr. Lerach, his firm and associates have
been charged with flagrant violations of the Federal Election
Laws.

By copy of this letter I an informing our concerned congressional
delegation of this matter with the request that they keep me
informed of the progress of your office in this matter.

I hereby certify that I am bringing these charges based upon the
information above stated; that I am a private citizen,
representing no lobby or organized group concerned with the Bryan
Bill or associated legislation either in force or pending. My
sole political affiliations are the Republican Party and
membership in "We, the People" a locally-based, non-profit

I citizen group advocating term limitations and the non-election of
'ineffectivecareer politicians.
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FEDERAL ELECTION COMMISSION
.-

U0106er 16'' MIf

Walter L. Palmer
5183 Cassandra Lwne
San Diego, CA 92109

Dear Hr. Palmer:

This is to acanovledge receipt on IovO*
letter 4*tod Wovember 1., 1991. The ederbl
Act of 1971. as amended (Wthe Act) and C
require that the conteats of a coaplalat beIn the ~pwee. of a neory pubi. aD 

we. tha tpry, swor to.

YOU lnst svear before a notary, tht t
Complaint ar true to the best of your Itnow
must represent as part of the jurat that suc
A statement by the notary that the complaint W
subscribed before him/her villi be sufficient,
the inconvenience that these requirements my .adI
are not statutorily empovered to proceed vith th,
compliance action unless all the statutory require
fulfilled. S 2 U.S.C. I 437g.

~o ,,

oft y"I

ccmrre4 .

,to and
.rry for

Sbut e

are

Enclosed Is a Commission brochure entitled "Pillng a
Complaint." I hope this material vii be helpful to you should
you vish to file a legally sufficient complaint vith the
Commission. If you have any questions concerning thisi matter.
please contact Retha Dixon, Docket Chief, at (202) 219-3410.

Sincerely,

Lavrence H. Noble
General Counsel

BY:
Associate General Counsel

Enclosure

cc: Respondent

<4,

t')

0



FEDERAL ELECTION COMMISSION
~pq~s~

William Lerach
225 Iroadvay
Suite 3000
San Diego, CA 92101

Dear Mr. Lerach:

On :oveser 5, 1991o the Pederal 3i.Ip-tpr
A letter ehg tat you viout

~e~er 3lettoa ~~t*Act of 1971iem oe g e#l lte

r.ntS for t 1iing ofa
actIon v111 be taken on, this matter unJless:.
ref lied meeting the rquireonts for a prop'1
If the matter is reflied, you viii be notif:t

This matter viii remain confidential for 544
for the correction of the defects. If the do SN,

and the allegations are not refiled, no addatlo"el I
will be provided and the file viii be closed.

0
i@t cured
1ication

If you have any questions, please call Retha Dixon. DocKet

Chief. at (202) 219-3410.

BY:

Lawrence H. Noble
General Counsel

CAs Gener
Associate General Counsel

Enclosures
Copy of Improper Complaint
Copy of letter to the Complainant

Sincerely.

;W)
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Itiw 49 RIt3*1
November 15, 1991

Office of General Counsel,
FEDERAL ELECTION COMMISSION
Washington, DC 20463 rnM 3L/5(o
Reference: Violation of Federal Election Code, Excessive
Contributions to Congressional Candidates

Subject: Complaint against William Lerach, Milberg, Weiss,
Bershad, Specthrie & Lerach, Leonard B. Simon, et. al.

Dear Sirs:

I have read the story " Big Name Fund-Raising Event Prompts
Questions" which appeared in the October 28 issue of the San
Diego Edition of the Los Angeles Tines. Based upon the
information contained in this article, I wish to lodge a formal
complaint against the subject parties for violations of, and
conspiracy to violate Federal Law and the Election Code.
I have enclosed a copy of the Times article for your information
if this matter has not yet officially come to your attention.

In too many cases of this type, high powered, wealthy and well
connected attorneys are able to flaunt the very laws they profess
to uphold and protect. William Lerach certainly falls into this
category and I sincerely hope a private citizen such as myself
can petition your good offices to prosecute these transgressions

C) to the full extent of the law. I am looking forward to a
published notice that Mr. Lerach, his firm and associates have
been charged with flagrant violations of the Federal Election
Laws.

By copy of this letter I am informing our concerned congressional
delegation of this matter with the request that they keep me
informed of the progress of your office in this matter.

I hereby swear that the contents of this complaint are true to
the best of my knowledge; I am bringing these charges based uponthe information printed in the October 28, 1991 issue of the Los
Angeles Times; that I am a private citizen, representing no lobby
or organized group concerned with the Bryan Bill or associated
legislation either in force or pending.

LuSo DMeg. CA -Z *(9274-sM

-~

'iD~
~1
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'I.
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To be attached to Letter of comlaint to FEDERAL

STATE OF CALIFORNIA . .

COUNTY OF San Diego
on h, 15th y November . heyw

1991 before me. the undersigned. a Notary Pubk in

and for said County and State. personally appeared ----------

WALTER L. PALMER mmmmmmmmmmmmmmmmmmm
-----------------

personally known to me (or proved to me on the basis of satisfactory

evidence) to be the person whose name

_ _S subscribed to the within instrument and

acknowledged that he executed the

same

Signature

Cheryl Andreyk
Name (Typed or Printed)

Notary Public in and for said County and State

F2492 R 6/84

ELECTIOtN COISSION DATED NOVEIBER 15, 1991.
WALTER L. PALMER

SAN DIEGO COUNTY, STATE OF CALIFOrnIA

P06A NOTARilY SAL ORAm P

- -- - -- 7
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movmf~~- 2,6 -tg ...4EDR. ECTNCOMMISSION
Wn ter L. er 26# 991

5163 Cassandra Lfte.
$an Diego, CA 92119

221 MM 3456Deer Er. ?elaos .: .
o bis 'tti X e kovledgs reepe, on lMsvlmb.t

of e~~a allegime immjib* w~o1tie.8 o* i

Do r-. X i" ft m
S L ," -plaint

~ ~f~I * Aft~da ~stef w

receive ay a6utit"is --forto in this st.fon%*d It to th Office of t* 0emera1 Coamsl.inforation suet be sworn to in the same mesher aS " alcomplaint. We have numbered this matter r 3454, ffrto this number in all future correspondence. o..C information, we have attached a brief descriptiow t eCommissionus procedures for handling complaints.
If you have any questions, please contact Retha Rum,

Docket Chief, at (202) 219-3410.

Sincerely, )
Lawrence x. Noble
General Counsel

BY: Lois G. Lerner
Associate General COUl

anclosure
Procedures



FEDERAL ELECTION COMMISSION

~v.er26, Ii

William Lerach, Rsquire
2000 Central Savis Tower
225 ir ay
$an Diego, CA 93ll-s50

v 18atteifrtenclosed, We have numbered this mtter II'm )J46, . ~rt

this number in all future correspodeace.
Under the Act, you have the opportunity tate in

0 writing that no action should be taken agalist 10ith matter.Flease submit any factual or legal materials which ] eiev are
relevant to the Commissions analysis of this mater. mereappropriate, statements should be submitted under oath. ouresponse, which should be addressed to the General Counsel'sOffice, must be submitted within 15 days of receipt ot thisletter. If no response is received within 15 days, the Commissionmay take further action based on the available information.

This matter will remain confidential in accordance with2 U.S.C. S 437g(a)(4)(B) and S 437g(a)(12)(A) unless you notifythe Comission in writing that you wish the matter to be madepublic. If you intend to be represented by counsel in thismatter, please advise the Commission by completing the enclosedform stating the name, address and telephone number of suchcounsel, and authorizing such counsel to receive any notificationsand other communications from the Comission.



Wt2iua raosh, Ssqui re

U you awe amy questions, please comtat a ""I the
staff member ssiged to this matter, at (202) 2 719 e your
information, ye bav enclosed a brief des riLptiou o-.'
Comission's procedures for handling complaints.

Sincerely,

Lawrence N. Nble
Genral CouseeI

3ncltoere ,.

3. Designation of Counsel Statementv)

0



F1DRAL ELECTION COMMISSION

Noveber26, 1991

Nillber,, Weiss, Sershad, Specthri.

G Lerach
2000 Central Savinga Tower
225 szoeasy
San Oiego, CA 92101-5050

an: NIft 3454

WS 1b it ifty Ceneerm:

I v l Blectio comission rece~vd a wi ob
alleges tiat the partners at il1borg, W1, 1WIk 8pechri a
Lerach may bave violated the Federal I1ection MWM At of
1971, as momd ('the Act'). A Copy of the Compliat 1

enclosed. We have numbered this matter U1 34%4, Please refer to
this number in all future correspondence.

C)
Under the Act, you have the opportunity to demonstrate in

writing that no action should be taken against you in this matter.
Please submit any factual or legal materials which you believe are
relevant to the Coumission's analysis of this matter. Where
appropriate, statements should be submitted under oath. Your
response, which should be addressed to the General Counselts
Office, must be submitted within 15 days of receipt of this
letter. If no response is received within 15 days, the Commission
may take further action based on the available information.

This matter will remain confidential in accordance with
2 U.S.C. § 4379(a)(4)(8) and S 437g(a)(12)(A) unless you notify
the Commission in writing that you wish the matter to be made
public. If you intend to be represented by counsel in this
matter, please advise the Commission by completing the enclosed
form stating the name, address and telephone number of such



* .~,.L~4~

MW 34s6
Milberg. Weiss, Sershad, Specthcte

comual, ad authortsIA such Cousl to m"eWvo
a" Other .. MMAtdations fros the CoimisSLoS. ZJ
questions, pl,ee OetOCt ori* James, the staI
to this mtter, at (202) 2193.400 for tr intl
enclosed a brief description of the comaissLou'
handling couplaints.

Sincerely,

Lawrence U.
eMoeral Ceueel

K
By* Lots G. fW

"Geelste
1~.

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement0

K.
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December 5. lsfl

riega Jamies
Office of the General counsel
Federal lection Commission
999 3 Stret, W.V.
Washington, D.C. 20463

Re: UMe 3456

Dear M. James:

Pleas find enoleed a destgnatio of oummel in the
abovereteumod matter vsder UsviOw.

We would like tO t- -te-m of UAW at 25 do
to to the Om i ona letter ntifyiw the Irm that
a cplaint had been filed agaUst it. DO to bollamy and
travel schedules planned before the receipt of the oe00laint,
it would be difficult to complete a review of the facts and to
prepare a response within the 1s-day period initially provided
by the Comission.

The Commission's letter was received by Respondents on
December 2, 1991. With an extension of 25 days, the response
will be due on January 10, 1992.

If you have any questions or need additional information,
please contact the undersigned.

Very truly yours,

CunseL. Corley
Counsel for Respondents

cc: William S. Lerach

M -77477 -I 1 (w 5-

itm

rr

0
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WILLIAM S. LERACH

225 Broadway, Suite 2000

San Diego, CA 92101

619/765-0363

619/231-1058
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FEDERAL ELECTION COMMISSION

-~

December 6, 1991

Judy Corley, Rsquire
Perkins Cole
607 14th Street, w.w.
Washington, DC 2000S

RE: MME 3454 '1

Dear me. Corley:

This is in response to your letter dated Decas
reOesting 'a exteowton of twenty-five (2S, s

Considering the Federal Election Comissionts -v

responsibilities to act expeditiously in the coadut;
nInvestigations, I cannot grant your full request, bagree to a twenty (20) day extension. Accordingly,,

is due by close of business on January 6. 1992.
If you have any questions, please contact Norn lg j aemes,

the staff member assigned to this matter, at (202) 2194 .
)Sincerely,

Lawrence N. Noble

_General Co

BY: asa E. Klein
Assistant General Counsel



07 MOM 1-M ~bCu #i~

Jauaryo 6 1992

Moriega Jam"s
Office of the General CounselFederal leLctionmm ssion

999 3 Street, W.W.
athingtan, D.C. 20463

net 34S6

Dear Mr. Jas-:

N ~~this is the repneof William S. Loom* ~so~hcune

N to the l--a-sins ntifictim that a .Il beew
filed against him by Walter L. Palmr. .

Mr. Zrh asks that the €laint be d -in .... and that
the cinsion take no further action oan this ...tt..

The complaint attempts to make allegatioms of a
*conspiracy* to violate the campaign laws and of 'flagrant
violations" of those laws, but the vague statmat in no way

C) justify the conclusory accusations made. The omlint does
not identify any violations with specificity, m=k it
impossible for Mr. Lerach to address the issues ostensibly
raised.

While Mr. Palmer states that he is merely a concerned
"private citizen," the Comission should be aware of certain
background information that may have been relevant to his
motives in filing this complaint. Mr. Palmer fails to
disclose that he is the former chief executive office of a
corporation in San Diego. In the early 1980s, Mr. Lerach
represented clients who brought suit against Mr. Palmer (and
others), alleging ongoing illegalities in the operation of the
corporation. A special master in the case found, among his
other conclusions, "repeated corporate and securities law
violations, inordinate self-dealing, inadequate internal
fiscal and management controls and accounting and reporting

TUM 444W" ftm Us I.MuN

ISL 7777 FS ~



Jana ry 6, 1992
Page 2

OiMWpite As a result of the aiomio established by
t"e suit peeit ed by Mr. Learac, Mr. Palmer lost control of

th. a~en andlost his job with the comVW Y.

In lig t of this infoamation, it se clear that Mr.
Palmr's real aqm~a has nothing to do with the cmpaign laws;

rather, his i __a-tiated claims of a oiracy and his

vitriolic railift against "high powered, wealthy and well-
a atto0C Ws reveals what, it -eem clear, is his real

moTve - retaliation against those who suooesfully sued him.

Vituperative aomations simply do not make an
aiar Jate om1ant before the Federal estin iion.
Mr. Pal's Iv T and his inability to make concret claims

of a violation Se the amagn IM hAuld be acored
NO sigmifiesutwgt in the O ioms dot m Aatim of what

action to ta "M. -, is---i-- esul sham" this type
cof e""maltta by acting uponft* an irrelevant

e TW~s acmslaint does not Wit the C issios
efforts and Abould be dismissed with no further action.

If you have any questions or need additional information,

please contact the undersigned.

0

~Counel to Respondent

enclosure

& py of the unpublished opinion of the California Court of Appeal

- Fourth Appellate District containing this quote is attached for your

information.
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T COURT:
For good cause shown, ,pursuant to California Rules ofCourt, rule 43, we extend the time to designate the recordor'to take any other action in Appeal No. D004830 until our

further order.
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FABULOUS flUtS OF MRICA, et al..

PI&LntL ffs and
Appellants (Super. ct. a. 7)

Defendants and
Respondents*
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%ALTER L. PA1EU et al.,
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NRSY MAXWELLO at al.
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0

Restoiasdent.

FAS U uS INNS OF MRICA, et al.,

Real Parties in Ipterst.

APPEAL from a judgm nt and petition for wrt of mandate

from an order of the Superior Court of San Die". County G.

Dennis Adams, Judge. Affirmed in part; modified in pert;

reversed in pert.

Plaintiffs (Incumbents) appeal the Jud et in three

consolidated superior court actions. In the opinion which

follws we refer to defendants as the "control Stoup."
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at tbe
;1 jive ,~ el ., v .oi

r.: arq

the

We4 £rumeets arges that ate 41..J~*ias of

specAil maxter friedman ariLsing out of biu ala * a~i

IThis court has previously expressed Lt-'self A twv wLt
groceedings in Fabulous Inns of AmerLca, D002196, lobr 1,
1964 and D002290 October 16, 1984. V& aid the valtd it of
the shareholders meetLng of May 24, 1984 bad not been
cballemsed and that KrLnek, Yardley and Letson bd bees duly
elected directors at that meetin. We also described them as
representing the status quo who "had been [effeCtively]
operating the corporation on a day-to-day basis." Accordingly

e issued a wit of supersedeas Ln D003110 and oldee d tMis
appeal be brLefad in rule tine vith no extensLons swept by
agrement of the parties or for good cause shown. Pebamps if
L, 7ertLs had had more time they would have vritten shorter

~
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i' o ecton70 atlot he co iapoe lcl l ofgj

the soc1, t-iecd that4, eorIshres cp 8tooe

oVthen"thep stok. 709 dfe at o the at.ilcutt eemn "

irregurityr nte poceteds ileading po opthe ssanceI of..

the interest of Judicial economy we urge the trial court to

consider consolidating these cases with the other pending ;!i
superior court actions.l
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A S It b#*. ' ta~ bv . 7i J. : w ... V ......

,... t.of VU4oec .
O m . U) 4

the board.r

SThel otrolingr.ou m del eJohn e C. Wan a utefor

Uoto ts 44 evlil lctj"1Aemna

__ ctrat onro f h the r sharehblerd I haia

taxe S t erelcted. 9olloi the eleoler aong

C dodvell who o oas frindy to the 4 control group remaien

the board.

The control group imeediately embarked on an all at effort
-to regain control by holding another shareholders$ meeting. it
wanted to garner sufficient votes from other shareholders along

4



d~xetor o~ s ~ s~q~ ap. its *tforts

duOtl v Lumk ilmrS Warella vee
elee ~.~ or. trak T 1 am een evvr

eiedto patiIae1 r L ~ s.~vlto the

meting. :vo 01* re SOWei to vcie b aUIty o f the

actims c* mr epa" e bm or to I*p

i+Ibe om *spF,'47 t -+ ded W flMng one... the

;4,

,,2 Sectiom 709 povides in part:

C °(a) Upon the finlg. of an actLon tbere for
b any shareho1wer or b any person who

aclans to have been den ed the right to
vote, the suprior court . . . shall try and
determine the validity of any election or
appointment of any director of any domstic
corporation • •

"(c) The court may determine the person
entitled to the office of director or may
order a -new election to be hold or appoint-
ment to be made, may determine the validity,
effectiveness and construction of voting+
a Greents and votin trusts the validity
o the issuance of shares Zad the riLht of
persons to vote and me direct such other
relfef as may be just end proper."1 .A

6
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incumbents V'S Luer "1b vith the elected boar'

; . . ,.- -.... . . ,  .!

44P

dto~ Pp pdyov ar e t t d eeIC!'AL

co end 3he isuac and alqude mso fte e~s sade :

.*~~~ossi deal.~smt ~*

LIA Ad. At thV onuo o4 her~ Ski is 1P~

AIa". AAo 6s his cta tn , o

d an) as special o r Udet Coe .5dsnent.

section 639 to conduct a beaning to deteaifeS ~ i yOf

C the July 20 o n1984 shaeholdersue ther:slUto *nf the

issuance of shares and the right o0f the stocftlers to votes

and to supervise discovery Of all pertinent facts and evidenceA

concerning the issuance and acquisition of the contested shares

of MI stock. At the conclusion of theMhean Fniedean was to

file a report stating his factual findings, legal conclusions

and lrecomendat ions including a proposed judgment.

- Incumbents continued to pursue their investigation into the

control group's alleged el f-dealing and breach of fiduciary

duty as FIA's directors and officers. infomat.ton obtained



OtLons aganst the control group in fedral and state

NWN

0 ~ ~ ~~~~~r- ' :Ii i aIw al

moet bebrewtr jti is
o, mtort T o "" 41* the rpective Imiutt have ,,

by authorLsed board actLo, tbay prperl, imelude
as aLntiff or cross-cmplaLnt. tctical

re way be foi FIA to appear as a sympate partyVOR b resolved by the court at trial. So fer as ve canA-mraine the issue has no legal or practical effect here.
, t discussion on this point is unnecessary.,

CSection 304 provides: i
"The superior court of the proper county
may at the suit of shareholders holding at
leat 10 percent of the mmber of out-
standing shares of any class, remove from
office any director in case of fraudulent or
dishomet acts or gross abuse of authority
wr discretion with re ference to the
o-pwaton and may bar from reelection any

so em for a period prescribd
aburto. The corporat ton shaI be mode-

, , pe'y to such actions.



Tuthill.

gh ~t0 lo StLIAt& ~~m il Ipt and
'toept 00 th! mi _,~~y n p~i ~ Superior

#eur tes b.53U ~ te Wl~sfllo i*a prohibit

Ask

Awn

Part It Of the reet iroc comI the sw ie- h

lfal issues relatig to the Jutly "S0.9 lS lectufo
I"akn into account all the b
including the reqolut ion of the eti

issues (belw), that a now oletio is
i ent, and that the current Soard was
duly elected at the last annual share-
holders' meting, is comprLsed of a majoity
of Directors iependent of the Castrol
Group,, and is capably operating VIA' s
business, the interests of VIA and all its
shareholders would be best ser' W by
retaining the status quo until the next
election. In this way, VIA can be better
assured of the election of a new Board, a
majority of whom have the desired inde-
pendence. (See IV below.)" (Report at pp.
17-18.)
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+.+ +i ~ ~ ~~ ~~~ .i .+ ... .. .-. .. . .+ .++ .
of

ap5ty of WAe1 of

.i
+  

tie,,s t- h t

eamprise a majrit.. of d t++ a
0 they are haxthe prohibited trm eMrvi on

I a' directors' paiating cmitte.

"5 To assure FIA the nomination and
election of a board of directors a majority
of whom are independent of the Plaintiffs,
the removal and re plcement of FIA' a
incumbent Board at the July 20. 1984 special
shareholders' meeting is deemed iali, a nd
a new election of a board of directors shall
be duly noticed and held at VIA's annual
shareholders' meeting, such meeting to be
held forthvith and to be subject to the
sUpervisiou of the Court. (Report at pp.
72073.)

10



oral and written orguments, the court adopted and included

As 0 4 ti ~ .~$*~ it~e~v~d riedan'
uec~~s~a~e~$S~me*.~rth e ig.

2* . 'i

tbe Looaia diZ 60 evIh~gpsbleto thrt t xt .tetio a- to
fustrate tee July 20W 1 electio.Th "aw
been in of fice sine, July 20 1964'..
the fact that they vere Jeted in a
valLdly held election on that date. They
cancelled the July 20th meeting when theyhad no right to do so. In addition, they
reaused to accept tender of $1,400,000.00
from Naxell on the grounds that they were
under a duty to t a legend on stocks which
[Friedman] has found they had no right to
do. This act could only be termed a
transparent attempt at self-preservatLon and
to thwart the upcoming election the court
had indicated on a number of prior occasions
it planned to call." (A.A. at p. 1178.)

C

own'W
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the July 20 ma..gtn to be seated as directors and set July 10,

fters. (3- at pp. 175110.) h s court bas stayed

i1u p e t o of ta w r peimninS l diewison. nemb ts

cbllen. Pm" of the ordawm a umber of grounds.

*f fact or the ''4Of ietim or "itel errsous"

stardards on matters of 1". W see no romeso to add to this

dLalogue by discuaaLng the conceptual differeces between a

" court's factual findings and legal conclusions and the proper

roles to be played by trial and appellate courts. (See Hurtado

v. Statewide Home Loan Co. (1985) 167 Cal.App.3d 1019.) We

hope our opinion speaks for itself. When we discuss the facts

we say so. When we review a substantial evidence challenge we

look at the facts in the light most favorable to the judgment

recognizing our function begins and ends with the determinatLon

of whether there is any substantial evidence contradicted or

uncontradicted which will support the factual findings.

12
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our .4vp tw since we

(195*) 111, Gil*ft~ *M4 ~

0 PlUr. (t. .n. at p. *f. Theip e. c mia g isrom atheir ):
coosdea refta otrlIop"ace n raudulen'£ UI* ,it ite th r

bdalme. iba theresna " ar o w is dipcto

ofwbli, a Rlf awna~s.

reat -iesI* has at hete

whe thoush the 41ndlny tae t2eial hs o h 'r,
courtsly fir bnece of re e toite fttnn Sdpted byste , .

cndrte (T "riaCurt fia~inW far fr

'ba ASfat" an the result "dv1d.rohrwsi sml

na 2 2. iri

atptiesha afece th clait of 'thiapelt

Ile

5Although the findis are technically those o of the
courts for convenience we refer to the findings adopted by the
court as "Friedman's findings."
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boan emIpvta who$*

dw•f~~ *t~ d~Wt = *,y,

71

:: r could have sought our "reviev of Mam °' order eamioslly '

- disqual ifying F~riedman. Hiaving failed to do so, thIey cannot ",

now complain about Fhriedman's findins. -

Aside from this pr ocedural nicety, inumets ar selectve ,
in their criticism. They are delighted to accept Fhriedman's :-

77: 7

factual findings that menbers of the control group acted

.ibnproperly in numerous selfodealing transactions. If Fried-

san' s findings are satis factory for one purpose, they are .;

14
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4~ie ~ .~1 IV~is

0 wiolations" (Rteport at p. 45) refers sole~y t. tb .bt ios '"

prevous&MA", WOW 74

r contained in his peis'sentence. The only clas Yl /dmaSU.

S concluded were tine barred were the "Violatilons of the "

c Corporate Securities Act . . • seeking to eliuiaatq pr~lmptive '

rights by Articles amendment and thereafter in connection with

the March/April stock issuance transactions, including issuing

shares for cash to persons not nmed in the Permit." (Report .- :
it p. 45.) Ve accordingly limit our discussion to these issues.

15..
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to m t fuly .utat s t cts•€ which . of ase be the r e of

C'I.t 1 ., | 632. ; i vie

A E4,

r' v m y oth~l r thipcort ndthe tari o rsto decide a•

' reotb s ecrd mayo coetunsetdi faceto. hereord te :

0 *Li amilUn

support hi tact'P' crtiing sen pthe Ita tourt for egl i '

toncmo f l thote ida'• atlrlyv the facts onwihi ae t re ic

Civ. roc.,W 7-62.

reviewvi bybtm hscatpn h ra out remn

reotsol are containedPreferces to the ecod toV

supporthis facta fidig andt pedntoporhis latroWea

cncusins. AlthoughlyFridman's tfmiliait ith the facts4
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vrLt his !! in narr-&tLve blah , tio lWei of detall has

La - the

* .+ .... j+, * + . .. iwect ..

ree* ++ tat~ec e a m *lr~ we b+ to

~OIL
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..... 
.i ..++:+... ++" -":R:'s .

deficiesces in Fremn atpr but to eeplimn why our

o+ : dLscussion of timelLness I, broader thm we vould have

-) The control group has responded to incbents' blanket

challenge to FrLedman' a conclusion that thefr clams were time

barred by explaLnLn "[Ilt is clear that these parties neither

sought nor obtained a ruling from (FrLedman] based on any

statute of limLtatLons other than the liLted statute of

LimLtations contained in the Corporate Securities Act of

1968." (R.R. at p. 35.) Control group argues (R.A. at pp.

17



=4 the W~p~ lowL~ Ott X"$ 3e0was * d, CalL

Ot pnt ePt by ew a a PeeS. UNAA*. only the 1wmbaeer3

Md Under "ettID cizcutance st *btb i the Act" (ILA. at

P. 4) ta9farri us to section 25503 sad Friedman, cal frsia ,L

faioe .. . Mm sections 5:360 and 5:361. (.A.

at p. 474 C 1 Vuap poLat ouik t nthis case the outside

1 mtatisw p* of two yews se~ection 25507, sub-

diviion(r) gag - yr Iswetg 415596 have IonS
...... ... ,a . .~~i~ -,. mne cmsw4m ta

1mCu-"--- tatsely tr tis ameumiot by saying, and w .

P') believe correctly. that they have not sought to avail them-

selves of the statutory causes of action (A.I.I. at p. 25, .

0 18) provided by sections 25500, 25501, 25502, 25503, 25504,

25504.1 or 25505. (A.0.3. at p. 23, 6. 21.) incumbents

stress these proceedings are equitable actions governed by the

doctrine of laches and not by the lLmLtatLons periods of

section 25506, subdivision (a), or 25507. Section 415

precludes the application of the legal statute of limitations

to bar incumbents' equitable claims concerning control group

shares. That section provides in part that "[N]othing in this

division shall be construed . . • in derogation of any rights 7 i

18



otervLse becUs of on r of Ul Lt sr Loed P it by

AILd Peron it by
V..W

with• at i.
Do~m 50 E t Vmlwb of W pwi n

i l to n i ettl oit a/ itg. bet inha

'Zilr:ttioate seton216 is unclea ftnd wcorits ep r"o

conclusio th t noT~ stt to limteaoshsuno 1

votions of th Corpora7t thcuis tes Ac h.s faul wit
~er .eiems. m* ..

dled tnuoedul~ . A out istwe han ouierth

YAW,.

diolated scin 516iuclart a acorinl expresshno

bpiLnion on that Point. 
.,

For all of the foregoing reasons we conclude Friedman' s

conclusion that "[Tlhe statute Of lmitations has run on all

violations of the Corporate Securities Act" is factually and

legally unsupported.
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• te w w. s b b.dtias by other ' ..

ebarllders who have hd no involvemng" '4 h other than

0o ovin F shares, * A in other buas,,sd Rap!i situations,
S a careful cost benefit analysi is required. ere, the trial ...

7)K

court in making that anlysis eem to hav accepte the ,;

LIP,

cotrol groupie s'prade off horribles" that 1utets' argumnt ,,
of orgnic deciencies in the issuance of stock would cause

all I shareholders to lose their shares. This is incorrect.

Acourt equity has the oer and the rensMibility to see

cat bona fide prchasers for value retain their stock or have
new shIres ised to thav in the se poprtionate amounts.0I20
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.tAVe Cato by te

findings ar umbalge. 1-.te....it

0tofl bol af. t

Vi th the courtO's deteuInat ion that iembers of tbli control +

crmap should be barred from serving as majowity twzeisms fbr .

reey is to l bar memer of th cool wop from

ature fiduciary service.

-Friedian's• unchallenged factual findings include the

following:

22
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mmbor sad mw8OLS of these ead-sy
on 8i wainodinatys and t Is
that b or-1Io sar

Ab A..A a" o117I to w"aulate trama-
bewenIt and its dlrector/officer

fi~ ~ries to assure the fairness thereof,
or to provide for their review and approval

dr tru ly Independent, disinterested
tots upon W1l disclosure of the nature

"nd ment o f the con flicting Interests8."
"RePot at pp. 58-59.)
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1 77slmoket no 0 feLrt us a c e as t, a -

~~~~~~ w Ql Pp a1t lj'Vrth

r11z lif ill i di
gwmzp 0 ee r hW Yea,. SW UM.

w-v. :

diceis eesrly tmwss on theb*beL -'% tbSs

lratias of the effact em th eer e_-_:;-'---I'-_ or the :""

corportios' a crditors." (Reprt at p. 0.o) hisreor
to bar "the control 8roup (other than CUldvU) frm ervia8 ae

directors or only four yr is dirpOel It to the

eSgnitude of the viol&tLI of their feiduary rmepoaibLLtL8es.
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am o violatedhis trust and
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ft, ia p~t b A w48O uus* e esly basi
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Th. 4U t
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bmdof 41*000.

Daoe the Control 'Irma6 CU subtantial

o boldLsgs may permit it to control a majority of the board, the

e der is further odL fLed to probIt the ceatrol group' a riht
* C- to vote on persons to serve on the comilttee sminatLg

6A court of equity having once acquired jurisdiction,
viii proceed to dispose of the entire controversy between the
sartLes in order to do complete justLce and pevent further
ltsaton. (Edward Sidebotham &-on v. C (1960) 183

Cal.App.2d 8239 831.) The permanent bar to se*fte by mbers
of the control group is subject to modLfication under ap-
propriate circumstances should the trial court still mindful of
the gravity of the control group's misconduct determine such
modifLcation necessary to do justice in resolving all the
related actions between these parties.

*7
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$P 2stomproaw tw* S u $~v~e thna es July

... isra*wwe [) at .01f b &: .a.d to .,," ,t

-I~$ .o -ma~tb IULU .a. p.1,r

IISL 11?&) Altbaw& w p

th el 1 lrtt-oil w

b•. . +. ,... .. W" .*7 +

~~0 1
1W r"t the cooul'+ :Vp8l li1o 4 I orllnes~l +

~:~ *4 es teo effort*. to PeAS otrl
of 3IA. W 1oft with cIoo

C) L/dologues (incumbents) or seldoalL m~cutivog (conrol

group), we must opt for t e former* Thus Friedman's lratLcal

recommendatLon No. 5 (p. 10, ante) that the July 20, 1984

eetLnS be deemed invalLd, although technically Inconsistent

with his conclusion that the meeting had been validly called,

noticed and held, was eminently sensible and one which we

believe should be followed. We therefore modify the order to

.tetaLn the status quo, i.e., as it now exists under the order

of October 19, 1984, pending a new election of a board of

29
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meetlng as promptly as can be accomplished following the fling

the 61Mt ~ ~v mAs set' bpth to tu existIg
02*WS

ordoer.

V

The ISenm M0 Acio -w V4,14111 0-f th otrol a-~'sStocke

A

ISC---- t' seve~ral. aru to a. to Mhy we 46"ul4 ImwalI-

date the cpolw sp' tock md thoresults of fhe July.209

SzP 00106.... -* er* of

the cosftrl g6n ."domr o I tr aeus of

illegal and frasisulent actions. Incuet o ay amb0 o f the

control group should not ouly be barred from serving Ln any UA

0 fiduciary capacity (the section 304 action) but must be

stripped of all benefits 'of FIA stock vhich they obtained by

fraudulent means.

OK In a section 709 action, the burden of proving irregularity

in the election of directors rests on the shareholders

attacking the validity of that election; the shareholders are

required to rebut. the presumption of regularity as evidenced by

.the minutes of the meeting in question. (Shasel v. Lite

Products Sales, Inc. (1955) 131 Cal.App.2d 33, 36 (under former

30

,. • .. ,. ., . . . - .. . ..
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Ino -dI to tolLsk,-heir cse itsto - Friedin

thrauh a rietailed reviwe of nZA's history strta with the .+i

€ontrol group's entrepreneurial efforts i. 1968 to revitalize a . ?+

shell corporation knowe as Secur-rTrip. ncumbents failed to i,

persuade Friedman. He concluded there ere no factual or legal

reasons to invalidate the stock. Fredman's factual fi~ndngs

wre adopted by the tril court. Wth respect the July 25,

1968 eetng to revive Secur-Ur-Trip, e conclude Friedan'8 s

fndi~ngs are not supported by substantial evidence. e also

onclude Friedman erred n pacing the burden of proof on : i

i~ncumbents to show lack of ood faith or fraud and therefore .. i

i !. , ,,,:. !,+



-d ccd h e unequivoa y othe er

Ir h Utsthe otr of de al tin o snt sOdkiid fr

71 7d int e osii: cowls *0and 'i11s0

'0 Friedman Concluded "h reodUsequivotally establish**

that [the control group)* at all tines recognized the--need for,
and fully intended to rgse' any resale of their
shares. • . *" (Report at p. 32.) In addition, " • . • the

intended registered public offering of new shares by the

corporation, accompanied by the registered resale of 10% of the

shares receLved by the issuees in the March/AprlI 1969

isuance, never came to fruition." (Id. at p. 33.) Thus the

evil in the shell game which concerned the SEC was never

intended and did not occur. (Ibid.)
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to invralidate all Conitol group stock Lssmed afterth

0 meting (Ao0.. at p. 60. ,i 43.) dnumeto cite thtee

specific Problems with the'meeting:

(a) Less than 20 2ercent of the shareholders called the

!mtinP. Article 11,, section 3 of the Secur-Ur-Trip BymLaws

Provided that special meetings could be called by "one or more

shareholders holding not less than one-fifth of the voting
power of the corporation." (Exh. 78.) Fomer Corporations

4Coe section 2202 contained a similar requirement. At the time

the control group became interested in Secur-Ur'T*ip. there
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n m 9SSAC sent mott* o6f a special eemtig of

C)e% . -cur-UrmTrp share.old.rs. to be held an July 259, I" and

o) solicited proxies for that meeting. The letter signed by the

shareholders action committee stated "the undersigned mi-

viduals warrant that they own in exce8s of 20% of the comon

stock" of the corporation. (Exh- 104.)

Friedman concluded the control group had the required

number of shares and the March 1968 letter was "not in-

tentionally false or materially misleading." (Report at p.

.23.) With respect to the June 1968 notice to shareholders

Friedmn concluded:
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.k ANY Ju y 25r 1 n f tsheo der ce concerning

i. -e t

', Edd for dt7 whe the tmirst peanom t mSecship:ipan

di5ided those sqmres h oh .s hsund a (teu 120; 23

.r Ts at ptpe.4243.)

8.000 Jck K s s .e d OtR h apen Am n (I. t

o,,,. asapart of the80o s . ( .)

8F- e9; 19b 76e oa t 20 oe st.)he e a
shares when it soot E nee1 tra see f the sharholdrmo

meting, sh uIL 10 the Jly025ambe196r shar meetiLg was

Svatson test ified h4 purchased 17 500 shares from Jack
-) Eddy for $175 when he first learned a ot Secur-Ur"TiP and

divided those shares with Jon Lucas and Walter Palmer. (23
R.T. at pp. 203, 214.) There was also testimcy that only
5.,000 of Jack Eddy shares were free tradingt leaving 14,500
as ert of the 158 a 8 p tional shares.9 (26 tTp at pp.

8S'9. -xii 6(rgnlshareholder list).) The stock
register indicates Eddy never transferred the 14,500 promo-
tional shares until 1980 when 7,250 (minber of shares after the
reverse stock split) were transferred to Walter Palmer. (Exh.
1057 at p. 526.) Palmier testified Watson's Jack Eddy shares
were included In the calculation of the 20 percent needed to
call the, metilu but he did not know how many Jack Eddy shares
Watson had. (26 T. at pp. 4 6-48.)
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(b) ask'.' ILrpo 1.4 so
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and consent or appoval +of the mintes by those who were

0 absent. * ere a quorum consisted of the lresence in person or

r by proxy of the persons .~titled to vote a majority, or 204,401

o f the votinshares. (Exh. 78.j)

• Friedman found that:

°'Ubile the evidence on this question is
con flicting and much disputed, the con-
clusion seems justified that the Klein

Stoup'• promotional" shares, in addition to
ON6 a" eother shares. tre present to sake
the quorun but not to be voted for the
election of directors. Although the meetLng

Minutes do not report this (another of the
many frustrating documentary dLscrepancies

I
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of a w t pp.ee -

f a quorm." (report at pr*4-0$.
Contrary to FrLedman',s conclusions, the record does not

support his findings that there yes a quorum at the meetLn S .

The minutes of the July 25, 1968 meetLng siLgned by Palmer

state there were a total of 170.600 shares represented in

person or by valid proxy. (Exh. 1011 at pp. 186-187.) Palmer

testified at trial that the 158,800 promotional shares vould

count toward the quorum of 204,401 (26 R.T. at p. 85.)

LndicatLng his awareness of the required number. Thus by the
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too" INS

- . i 7thestwlao (nt *.T' t codutI. i25.) Wt uo8s

testiad m n ere h. • d Corprated

~g 61.4 1*b 0 s b e wfth Vetoes OAs

7 tbpbt , see"i

A2'?. "Yin'z

P• I

" records as "an arguably irresponsible act by such a fi duc-. +

iary.°' (Report at p. 29.) It is unclear on what basis i

Friedman concluded it was "unlikely Palmer vould forge"° the

additional prozies, latsed on the other evidence. Palmer's•

sel f-serving testmony lacks credibility. It is not the type
4)f sold evidence needed to support the conclusion the prCMies

3 9 ++3 9



Ow_ "fD ot fetnnagging doubt*"

, ,,

~s~~Lo~at~ t"" to 00,189 .of the control

-0sp sai vmd, st is" fiatit ous nr eteuofutnebd e

bIy ct i the

WV ed mn so €owcluded Ibv'bw pem s bv tLfhes cr ol
tUWLS preeit "tuol' Cotpotion shell is,_ g teeck or

bo. 4-ept fTr ssey labor doe or property actually

0C repived, end all fictitious Increase of stock or indebtedness

'FiemanW also concluded VI' a reinptive rigts, were not
prury elimnanted In 1968 (Reporl t pp. 2627 and this
a&MIngi nhlegd Control group misreads Friedman's
ReprtAnd argues there is substantfal- evidence to suppot a

finding premtive rights !Mre properly eliminated. (*B. at
pp. 45M4. The Issue is not properly raised in the control
group's response. in any case there is substantial evidence to
support Friedman' s conclusion.

-l0 lormer Corporations Commission Barnes defined "cheap
stock" as shares Issued in the recent pest or proposed to be
Issued at a price less than the prLce at which shares of the
same class are beLng issued. (33 R.T. at p. 1610.)
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4

22 t' be UO"'a any3 speeifL@
mne o -'-et-.,Sa--. POareb' s C.1L bwt Cotpowat ion Lay

(3 .4. 1. 34 at p. Law

"I- 'ewOf ft*S 4 ;

Srel Ny set *tack the adOquacy of o wdeat ion in

the absence of fraud. (. . at pp. 703, 705.) Former Corpor-

o ations Code section 1112 states the applicable rule sore

precisely:

"The board of directors shall state by
resolution its determnLation of the fair
value to the corporation in monetary terms

cof any consLderation other than money for
which shares vLth or without par value are
issued. In the absence of fraud in making
the deteraination of value It shall be
conclusive." (Emphasis supplied.)

(I) Valuation of the Fabulous FLve/Seven Corporation

Friedman concluded the $300,000 valuation of Fabulous 5/7

(for which 1,200,000 shares were issued) was warranted based on

41
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the Mission Valley leasehold interests at a minimm of

welve %"* r~toLt to

t dw .ot ee t

f !:.~~ ~~e ett in the valuation of Fabulous 317

asees, thet isproper allocation of burden of proof does not

afboct Friedman's findings. There is substantial evidence to

.pport his conclusion. The threshold issue is whether there

is proof of fraud in the determnation of value.
V/atsoe testi fed he received stock for delivering the

shell. (29 L.T. at p. 1060.) Palmer testified in his

deopositio that he acquired 100,000 shares in this transaction

in return for his forgiving a debt owed by Secur-Ur-Trip in the

42
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sac~en~( mwth.jAses £s mwq f poI for labor and

Iikll~l pa 40 ~ ot1WW,6 OssX~. Th is so
AIL~ dlieaeasrm~~1 of doe Fabulous 5/7-

... s. Fri dmn's £ itroetation of the $300,00 valuation

imluds te lver dk,00 vmlue palu ed on the leasehold. by

tthz D_-S-r. (33 IT. T pp. 1553, 1557.)

(ii)2 2Iai~ of P~Cd"
1prISOWScomcludei that tV* $100,9000 value plaeed on the

legC a~c sd udelyig"ssto (Obr which "00000 ohares

• I I s e) s proper as Othe result of _4846 1ly ar' a

sal) at~1eW "by. all thek aate n an
a a l that failed to take into account
saw $15 000 pctable sales suehsep and

CK ~ Pacific kq;uities did incur Such epens es
upon later sale of the properties. On the

o other hand, the transaction sems to have
been made in gpod faith ad substantial
value vas realized. Whatever claim for
damages the corporation might have had
(particularly since arguably Maxwell and
Tuthill in effect guaranteed the values),
the di fference in appraised value and
realized value a few months later, under the
circumstances of this case, do not justify
nov invalidating the shares issued for the
Peg-Con stock.

"Similarly, the shares issued to Maxwell and
Tuthill should not be invalidated because
the balance sheet of Peg-Con, as presented
in obtaining a Permit for the transaction,
improperly included as cash-on-hand the
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S redman concluded tbqt the 25-cost value placed on shares

7) Lssued to certain insiders did not render those

LnvaUd. His findings continue:

"Considering the above [that until the
arch/ApLil 1969 stock issuance the
corporatin had no assets and no business].
the 25-cent valuatLon cannot be found
fraudulent, nor the determination the shares
could not be sold for their $1 r value as
msde in bad faith ..• . • e re diverse
individuals comprising basically three
groups -- essentially strangers to each
other -- all agree on a value for purposes
of the transaction. • • • Indeed, some

44

.4

shares

ve br. sum



riaCate Got t

4V,

OW 0" do O--M bo 6096

.i! 0~ 0 0 00 000 *0 0 0p 073. * 0 S

0

eiaI;i -W7 the o Ule

hols wose cOmpany &W Itoc 1 been
mound fEr several years. WHilO the

treI issued in the arch/Arl 1969
tranction were relatively ipeasivL

o shares (as early issues in a ne compay
just starting business usually are), they
were not, under all the ctrcuIstances,
without fair consideration. For all the
foregoing reasons, the shares should not be
invaldated because isud a les tn
their '$1 par value' .... (Report at pp.
40-41.)

In spite of the improper allocation of the burden of proof,

we are satisfied that this error is harless in light of

Friedman's findings and evidence supporting those findings.
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POal e to te aat . 72 the Corparation sua to assets until

per sha0e10A0uate (SO A...a p 5 2 5. t

K the mheth tpdn transeactlo * 1t

lourildms concluded the shares issued to Kellor in
satisfaction of his cla m against the cporaton were not
invalid for inadequ~acy of consideration violation of permit
reuirements. or other grounds asserted Ly the incumbents for
the reasons outlined in the fining an the "cheap stock"
issuance. (Report at p. 46.) on appeal the incumbents'
challenge to the valuation of the Mellor issuance is relegated
to a footnote included as part of the arpmt on the 25 cents
per share issuance. (See A.O.3, at p. 75. fa. 59.) It is
unclear whether they appeal Friedman'"$ findins on this
particular issue. In any case, there is substantial evidence
to support Friedman's conclusion that the stock issued to
Wellor was not Invalid.
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Henry and Leyla Maxwell and Maglen Deelopment Corporation

3so to PUf t 'r O

Prmisory uote to the corporation t M t rhe of its

interest In the Desert Isle lroject. (MB&. 537.) Wigs Wewel1

tendered AMU pen. of the note, nen s rawd to return

the stock v ithbmt a leend concerng t pen of these

rceedi-gs em the alleged Lumllaty0*el i *ef the shAe.

(Exh. 58 b. C to caplaint.) *v1111 reos6 to Cept

stock Ln the deaced condit.on md b* was 0e--l ,* to defailt

on the note.

LOAeN"es Cecluded the WSe ad et ,we m

shares "IAulea a" until they debult in -a-.,g, of te .

balance due on their note after being notified the certificates

vl be returned to them by FIA in the same *tot* as recoved

o under the pledge." (Report at pp. 54-55.) IncWubents do not

lr challenge this finding. 'AccordLngly it is not considered in

7) this appeal.

" However, incumbents do argue that the shares are invalid

due to the control group's earlier improper transactions. Thus

to the extent the Maxwell and Haglen stock may be traced to

transactions successfully challenged in the section 709 action,

it is subject to whatever remedy the court chooses to impose on

remand.
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1971 * ! *  n bi u j I .... a___ rwe St;

eaof a 40- &0 Sctt eo to the

a-.. esge

149-

C W~ i iptoe W lhese evets
a& iGot or/ca q te failure of these

t aciaVLos to Liatinouish the corIoste
tests from their own . . . (A] r;sev of

the record and the authorities does not
disclose that stph conduct is a sufficient
basis for finding the ohares acquired in
these circumstances Invalid or without
voting rights." (Report at pp. 52-53.)

The facts support Friedan's findings that the control

group s actions were improper. Whether there is any legal

support for his conclusion that "such conduct is [not] a

sufficient basis. for finding the shares acquired in these

circumstances invalid or without voting rights," is a separate

question discussed later in this opinion.
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derivatLve shareolders action are dL*tubLn. The action to
L

wge M to M '-w-- bawvd t *StiWo r@1St

to Fmt the hold.n of a Jula y 30, ii .dert meetin8-

we filed o m Jly 19 191n. cm&b. 1@5t.) Mw.1 estified he

w8 vl1n to pq a t to set rid of d sIdemts and set a

els berd. ( 0 a.?. at p. 27.) TeR Rml oestfted he had
Ak1

op1 rcoliesmtif of tae 1w s4t, ita *S 1 * the. itset

$We& 'f Usa &Atiom aa& 4weetor, or -Of~ MOaW afA i

-aeseh~ stock (2#T. at pp. f)t ; 301.?.o at

.1:dA StL& Uret nta"ey d metd, directors,

at the July 20, 1971 meeting, testifod they bad no recol

lection of the lawsuit, (21 R.T. at pp. 177-190; 24 R.T. at p.

: 446; 25 1.T. at pp. 546-47.)

Palmer said he could not recall if he kept the temporary

restraining order preventing the holding of the July 20 meeting

a secret from the other board members. That meeting was

conducted in spite of the issuance of the order. Palmer

explained he stayed outside the meeting on the advice of

counsel since he had been personally served. (25 R.T. at p.

.597,)
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2ac~ta lsO assert the 79,M00 promtioal sbare.

(or"inally 158.800 shares beo the rmrse stock split)

acqubi by Palmier and Maxwell in 1980 should be declared

Invalid as rigtflly belonging to the corporation.

Fried an said:

"There is no evidence the acquisition
opportunLty was br ht to the Board' s
attention. Tus, the Board did not
'Iconsider the questLon of the fairness or
propriety of a Board aember or officer'
3urchasImjI the shares (Stanley 1/17 at p

2-43.4 be eLdeo LndLcates FIA, vbhh
had recently merged from Chapter 11
proceedings, easily had sufficient net and
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AP't A t epp

zew9 of anw s 'sok"' ws

"Di1lmer hsd pInoto d
to b how the repurchase would

bgmfZl" all the stockholders and di
* d M use of I corporate assets to

lmawhase shares -3 h-ichM by condit ons

imtposed _bYt *_m- s- s L oner, _have no _right
r to psticipste in any distribution of such

, assets or of profts until the holders of
all other outstanding shares have received a

~return of the purchase price thereof ($1 to
~2.50 presplit) plus cumulative dividends

s~~eqal tof57 per_ share per annum..Torequ ire
the consent of all the other shareholderswould sen reasonable under such cI&rcu-

s tances. Indeed, under such circumstances,Palmer' and aivell's use of prrate
hads to effect a repurchase wor

primarly for the personal reasons o fneutralizing a blck of stock and protecting
their controlu ould be wholly Laproper. In
such case, their personal acquisition of
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$UwIae$s 00100t be oseLd&ted a blatantusurpation of & corporate opportunity.' as
contended by Incumbents.

'Wereover, for the roo tea shares toboone vaSdlY trte~rvad to Palmer a"dMawell the consent of the Corporation' s
Cemis r ws required * If such eonnmmtvas obtained, no sufftciLent around have

nPresented to Wallto their acqui-sition. Incumbents have su staLned theirchslle that the acqusition by Palmer and
axe of the po Lonal shares was

iuberently unfair or etostituted usUrpatioe
of a corporate opportunity. (Report at pp.
49-SO.)

Lacking evidence of the details on attempts to obtain

approval of corporate repurchase Md the purchaso of promo-
-- timl shAros, flredman's couclusion reest on speculation that
tn the control Xrmp' s actions did not constitute a "blatant

usurpation of A corporate opportunity."l 2  Accordingly we

reject his conclusion on this point. We do so based on the

following:
CD

In 1980 Palmer coordiated purchase of a total of 79,400 of
the original promotional shares and divided them with Maxwell.

(30 R.T. at pp. 28-30.) The board had earlier applied for a

12The carporate opportunity doctrine generally pertains
to an officerdirector seizing a business opportunity in thesame or related business -- and not to the officer/director's
purchase of shares. (See Ballantine U Sterling, California
Corporation Law (4th ed. 1986), J 104.01, pp. 6-25 - 6-26.)
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thither FrLoan's f dS wee based on a proper allocation

* - bi139*IS s M ~eIy aleY the

Wowa mattm~mm *pe L e V rt wer W: ot properly

4*fl 4 .1S4? Mud~~tu 1 we bave note the derivative

4'd-.)d action s settled withut proper notice and

at *f the Iet1 pup as Ired to hew poftd by that

- a -e-lued - - --' - m A not have been required

1,6 WrO atlpss rdS the t o chee p
r%. s~-~ ~'~ into had IdemttAft"-Arp~rt~ In the

NOW , in t ee ti 304 3 eati - that in at

'bet eigt ssbstantiel tranations (Report at pp. 60-67)

o 1 3 VItost reference to authority Friedman concluded the
mly p ems who could claim a violation of preptive rights

' VMS ex- isting Pacific Squity Shareholders (Report at p.
34) and such rights could not be asserted by the c ation or
derivatively on its beal f. He did not decide this issue on
that ground, hoever, finding a waLver or estoppel by those
MtLtled to make clams because of the passage of time and the
failure of any shareholder to appear and assert such rights.
(Report at p. 35.) Waiver and estoppel are mixed questions of
fact and law. Our search through the record has revealed no
evidence to support the factual findings upon whLch the legal
conclusions nust rest. We therefore reject the findings of
waiver or estoppel. We also believe the failure of the control
grap to cemply vLth the law relating to the elLLnation of
ree~ptive rights is a legitImte factor to be considered in an

equitable proceeding to invalidate their stock.
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• "

O•  tdba a declie 1afro thseor p.1S y ssvolo tosonble +i

0 *iy OulI ase of anvidal not coletie coIol

also be appop iate ytm efr the Or@lgva'anme~ti*1d@I

ssues bin sn sl ro fd tois od a ppea ble

.etL'Us Unit&*om * $"om~a uey SO ntado i

stippftg aney substantial portions of stock. 'Ve mo coacroed <

o tat a decision from this court may overlook reasonable

alternatives whbich fairly balance the rights of each pers on. 4

Equity should be applied on an individual not collective basis*

l4Ve say equitable relief even though legal relief may
also be appropriate. Dy that ye refer to the organic defi-
ciencies in FIA's failure to comlwith the corporate law. As
explained above, we are unwilling to impose legal sanctions
from this level since ye believe those sanctions are more
properly handled by the trial court which can consider theA

Lomdis issues in a single proceeding to avoid a piecemeal
approach from this court.
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be t~mar and decided by the trial court.

Our reversal does not contemplate a new trial on those

Issues uhich we have decided are factually unsupported. V.e are +

satisfi~ed the parties have made their best case and further

factual rehashing is unnecessary. Should the court not elect
to hear the remedies issues in one of the other proceedings for

dasages, we intend that o remand the parties will present only +ii

such legal arguments as necessary o the effect of the Organic .. +



be imposed on the individual members of the control SrOup. We

ccounting evidenee tht may be ... to ef..tuate our

decisio.

V2

The ?eiiavI~mt~

nmuben6s also roqust release of the preliminary

injunction issued on. October 19. 196" which this court

reimstated as part of iLt ceder grastia the ptiUo hr writ

0 of supersedes. Order dated NaY 0, 1965.) The prelimiary

103jUMom limits do 089wa009 autberifty of; imcs dr

the psOecy of this atton. (A.A. at pp. 314417e) We

belleve the status quo should be preserved pending the

long-awaited shareholders' meeting to elect directors and

C therefore instruct the trial court to maintain the injunction

qr until that date.

VII

Petition for rit of Mandate

After oral argument the warfare between the parties has

continued unabated. We have been the beneficiary of several

petitions for extraordinary relief and unsolicited letters.
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tI e u aier oof fm andtet
at. @ t t court the unebar 9 9,4* and July 7 L.

I, Aaae Tnumbets csle to te all that has bon said

by ne Code o .: -Wl 1r6 order . * . also deny

o,- Pa ner to post a ad i t oa tqa k p N O e :" o d n IM d cw unbe ts.

h jqessso o ehuete8 oi e intunc9ions iansd i n

thsmatr 4he p bod t *eft veo should heoriginl

~~~~~~~~~ 4S e 9, ijasis fyu 1

the bond ma to pte t VIA f damage resulting ftm fth

C) injupctCIDOs The trial court took under mabmias iog without a-

ruling, Incumibents' challe'nge to the validity of the bond* (made

by motion under Code of Civil Procedure 1 996.010), and ordered

Palmer to post an additional "backup" bond holding incumbents

harmless for any consequences of the injunctions imposed in

this matter, the new bond to be effective should the original

bond be found invalid for any reason. Incumbents say the bond

4-A



vold and must be dissolved upon request. (:iting Castas lav.,

Imea~ L q s. (10) 203 O ClApii.d $10 815

sd Code of Civil --- . 529.) Tis bA me Ls

prmature. since the trial cour has yet to rule on the claim

of inLu Lcent bond. U tever, we note probable merLt .n

Lncumbents' argument ( as ( famer could not obtain a

velSA bon ou the basis of authoriT strpped he h by the

*JI tmco and (2) it Ls ISUkevtse Improper to us* the credit of

the protected party to ecue a bond. (Cf. -

V& *Lt oW est C m (31075) 45 Cal .Apped 25 9601~) The

w ~ L7 if the ale ~ r K~ o msi wssly

sot to dissolve the asuci m to "beck sip" Ae bond but to
Lprscribe a proper procedurp for the peeting of adequate

security. Accordingly the trial court is directed promptly to

C) rule upon this claim and, if appropriate, order posting of new, I
We also deny incumbents' request to disqualify Judge

Adams . Code of Civil Procedure section 170.1 sets out the

statutory grounds to disqualify a judge. If incumbents believe

they have grounds under any of these provisions including Code

of Civil Procedure section 170.1, subdivision 6(c) they should
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ibL-a NOW

bUl 2u113l
March 10, 1992

Ms. Lois 0 Lerner
Assoolate General Counsel
FEDERAL ELCTION COSUISSION
Washington, DC 20463

Reference: Violation of Federal Election Code, Excessive
Contributions to Congressional Candidates, Case MUR 3456

Subject: Complaint against William Lerach, Milberg, Weiss,
Bershad, Specthrie & Lerach, Leonard B. Simon, et. al.

Dear Ms. Lerner:

On November 26, 1991, your office acknowledged receipt of the
above Complaint and assigned Case No. MM 3456 to it.

As I indicated in my letters, this is the type of matter that is
elN often neglected due to the political clout of the respondents.

Since I have not received any information cocerning the progress
of your office in bringing these people to an accounting for
their actions, I fear the worst. Please take a moment to bring
me current on your progress.

By copy of this letter I am again informing our Congressional
delegation that, despite their inquiries into this matter in my
behalf, no information has been forthcoming from any source.
Again, I fear that the financial clout of Milberg, Weiss et. al.
is rearing its ugly head...

) Please, show me that millionaire Democrat lawyers have to observe
the same laws as the rest of us.

p~g~LM% SM Diraos CA 92MO * (619) 274-355W

V.
4r
a

0



FEDERAL ELECTION COMMISSION
VASHNGTO404. 3W0*3

Kawab 31, 1992

Walter L. Palmer
51S3 Cassandra Lane
San Diego, CA 92109

RE: NUR 34S6

Dear etr. Palmer:

This is in response to your letter dated arbc 16,. 1992, in
which 3" ' t information pertaining to ih*e': slpat you

~~f N i*we mbet 19, 1991, with the Tedoe'i 2U6ct-Um

The fderal Election Campaign Act of 1971# as pwnftd ('the
Act*) prohibits any person from making public the ¢fat of any
notification or investigation by the Commission, Prior to
closing the file in the matter, unless the party being
investigated has agreed in writing that the matter be made
public. See 2 U.S.C. S 437g(a)(4)(B) and S 437g(a)(12)(A).

0 Because thr'e has been no written agreement that the matter be

made public, we are not in a position to release any information
at this time.

As you were informed by letter dated November 26, 1991, we
will notify you as soon as the Commission takes final action on
your complaint.

Sincerely,

Noriega E. James
Paralegal

4z"'



March 30, 1992

Ms. Lois G. Lerner
Fderal zlqetion Comission
Washington, D.C. 20443

Dear Us. Lewnsr:

Uf I o nriting owb 1Q1 mr. Valt*r e'. voilmsr who has
requested my a"Lst i tb-,his, request,.

tW hoe 0a1oeed lettr *1*r i id I wuld
appreciate ay as*4It 6 1 @u v i pro *to1stit"ent in

qq* resolving this mat t o''

PO) As always* thank you for your kInd attention and prompt
elk response to this matter.

3,

"I

Sincerely,

ence uongtreser
Member of Congress

rlDR/bu/sls
ref 0131L

Ir

In

0D

4L I ii"li '



March onim

Assoiate neral Counsel
FIAL h1OCTTO COMMSON
washingtom, C 20483

£etr*Weie: Violation of Federal Election Code, Excessive
Contributions to Congressional Candidates, Case MRE 3456

SabJct: -ewalnt aainst Willia Lerach, Milberg, Weiss,
Bersbad pecthrle & Lerach, Leonard . Sim, et. alt.

Dear W4 Lerner':

Oa2 1991 .. yur offlce ackmewl e '"doeipt of the
ab~0~1I~tend Aetiwd Cas" ftii I Use t t

b4stdM y1tew~ti i ~b t f~that Is

Sine I have not received anyr iar otion ca 4i the progress
r' of your office in bringing these people to an acountg for

their actions, I fear the worst. Please take a moment to*bring
me current on your progress.
By copy of this letter I am again informing our Congressional
delegation that, despite their inquiries into this matter in my
behalf, no information has been forthcoming from any source.

0 Again, I fear that the financial clout of Milberg, Weiss et. al.
is rearing its ugly head...

Please, show me that millionaire Democrat lawyers have to observe
the same laws as the rest of us.

Sine re P

Walter't Palmer , 1 N7 45



FEDERAL ELECTION COMMISSION

. .pril 17, 3992

The 0onorable Dunaem Iunter
U.S. ouse of Representatives
133 Cana" "IBlding
washington, D.C. 20515

Doer 11r. Wmtert

?is is in renpomne to your letter dated Nauok ' 30, 1992, on
behalf of U. welter L. Palmer. Mr . Palmer to be
loo8eekl assistance in obtaining Info :qo 'k the

he filed with the •oiion on "r euW rhts,,th

Forg~ .8"riti asn Mr. palmrgv~db

('the t1 prohibit, any rpeso fm i  "actof
any notification or investigation by the tor to
closing the file in the matter unless the V b
investigated has agreed in writing that the rade

o) public. See 2 U.S.C. S 437g(a)(4)(3) and S 4379(w)(12)(A).
Because ti rre has been no written agreement that the matter be

0 made public, we are not in a position to release any information
at this time.

Mr. Palser viii be notified of the disposition of this
matter as soon as the Commission takes final action on his
complaint. If you have any questions please contact me at
219-3690.

Sincerely,

Lawrence N. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel
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Aim, rreceived a signed ad

sworn capa6t ..fr~3 - O&t* L6, Vait"fk (the *COupiznfl').

Attacee~p. te C a Vs~,4 . 1, that Wili am Le rach and

the law firm of Rilberg, Vef.1bi, k...had, Specthrie & Lerach (the

"RespondoentS",? violIted and conopi eo to violate "Election Law

and the Election Code." based on an article that appeared in the

San Diego dition of tbA_ Los Angeles Times. See Attachmenit 1,

pages 3 - S. Mr. Lerach and the law firm were notified and

counsel fq ,lliam Lei.afth has subitted a response to the

compltat S" Attachamin 2.

c-iC3



San olpportunity to lobby nd •rewafr4 ".d iW U at orAtA

their authorship" and support of legislation tbtwol benef it

then. The article points to this as an eaeOple of "big-money"

influencing political decisions. nowveer, with regard to the

fundraiser, the article does not point to, or specifically

allege, a violation of Federal Election Campaign Laws.

The article goes on to state that according to Federal

Election Commission records, Mr. Lerach, his family members and

members of his law firm have, in the aggregate, made $218,000 in

cootributi0ps ,to congressional candidates before the 1990

election.' The article also states that Mr. Lerach personally

6din $.,00 in contributions for 1990. This Officees revi ot

t h . . .... -;'

7t



7W F,; I

14-OCT-199

2$i4~lR#0
)~m0cT.4Ib
0ZphU~4P9@
26-410V-1990

*, oo owo*

$Z.,00 , O

*1 ,o0. 00

o An I owrk W&tO- nat,-- A1561%,ouS ia
19 Lonindalo *or 890 Lonsdale for Semaee

10 JmSaeos forJi &sa*
90 tacvey Gantt to $10t.
" 'Mike Synar fro!!"ongress
0 DCCC

TOMA: $S76909.99.

On December 5, 1991, counsel for Mr. Lerach submitted a

response to the complaint in which counsel argues the complaint

1.. Made~ ~kp the partnership Of NIlbelr, Weiss, bershad,

S8pehri a Leracih and at Wtr t, llo,) to William Lerach.

2. Ibdo"

* 42 00-4 Raw t ibn.ion for thq,
+ qdU . 4

vt.lecl
+,



K °r. L?.0 eze4de, by $2,000O the p @1.0U411e I1,:It *3- '

costributionS to a cabdiyt*, b t uinIwg. U,0 t.m itio3S.

dseignated for the 1990 general eleCw * tJob, o Ranolli for "

CONOCO" agg. Srvsy *Gatt or Sater. A Owetbv

rcommends that the Cqm0sion find reason to believe tbmt

William Lerach violated-2 U.S.C. IS 441a()(3) and 441la()( )U

and that the Commission deny the request to dismiss the

complaint and to take no further action against Mr. Lerach ift

this uatter.

With respoct to the Ivaw -irs d in the complaint, a -,

review of the Commission's lndees did not reveal that

thelawfit Vilatd o th sttutry-limits 'Oft



g 7

COhtributions. Additionally, the review did not establish that

M0I1. ". 4018, "Vt i . sba r J0red Specthrie had

v10"ted " statutory limits.4  fherefore, this Office

r*o0t ds that the Commission find no reason to believe that

th. law tirm of Rilberg, Weiss, bershad, Specthrie & Lerach

violated the Federal Slection Campaign Act based on the

complaint in this. matter.

US*. 15 tr WI Me~Y1A? CM&l 1*

0

4. According to the Nartindale-Hubbell Law Directory 1991, the
law firm of Milberg, Weiss, bershad, Specthrie & Lerach has
offices in California and New York with more than 70 members and
associates. Since there are no specific allegations against any
individuals other Mr. Lerach, this Office checked only the
contributions of the name members of the firm. Additionally,
the review did not reveal that any of the identifiable members
of the Respondents, families violated any of the statutory
limftelen 00tibutlons based on the complaint in this matter.



tiph " ect~ slk"1

2. Vind reao~n to, believ that toI~Ltach vielig
2 U.s.C. I 441a(a)I) and 4a (l) (A)

3. Offer to enter into conciliation with Willian R.a0h prior
to a finding of probable cause to believe.

4. rind no reason to believe that Kilberg, Weissi* nb ,
8peethrie & Lerach violated the Act based on the claint
in this matter and close the file with respeqt ;e tis
respondent.

S. JOprove the appropriate letters and atteChbed
Legal Analysis and proposd conciliatio.,-0", ~.sd

BY:
Uate

I Cog"4 1

Attachment:

1. Complaint
2. Response to complaint
3. Factual and Legal Analysis
4. Proposed Conciliation Agreement

I

&

a
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Zn the Wetter of

William Lerachl Kilbery, Weiss,
Sershade Specthrie and Lerach.

MM 3456

I. Marjorie W. SNmons, Secretary of the fedecal 2lection

emiaSiOm. do hereft certify that en may If, l2, te

Cemisel on decided by a vote of 6-0 to take the following

actions in RUM 3456:

1. Reject the request to dismiss the complaint
and to take no further action against
William Lerach in this matter.

2. Find reason to believe that William Lerach
violated 2 U.S.C. SS 441a(a)(3) and
441a(a)(1)(A).

3. Offer to enter into conciliation with
William Lerach prior to a finding of
probable cause to believe.

4. Find no reason to believe that Milberg,
Weiss, Bershad, Specthrie and Lerach
violated the Act based on the complaint in
this matter and close the file with respect
to this respondent.

(continued)

* , ....

...................~

0

4



Certifieation fdr UMt 3s6
ay a*. :1992

S, AMCt! tb*L tpftit@ letters and actualcoO is cod posd omnolilation

ci! t, as t.in the Gteral
cou osZ ,,p t dted my 16, 1fl

Com sirs Athens, I1@tt, t@DOdId, Uterry, Potter,

and fhruas vot.ed ftutsvey toe the dacistk.

Attest s

• V

seccaryof the comission

0 Received in the Secretariat: Wed.,

qw Circulated to the Commission: Wed.,
Deadline for vote: Tues.,

may 20,
Nay 20,
Nay 26,

1992
1992
1992

10:31 aa.
4:00 p.m.
4:00 p.m.

bjr

/

~ K~~Y

I W

4

~V)

I



FEDERAL ELECTION COMMISSION

June 8, 1992

N1lberg, Weiss, lershad, Specthrie
& Lerlah
2000 Central Savings Tower
225 Iroadway
san Diego, CA 92101-5050

33: NR 34S6
11lberg, Weim, gAhado
Specthrie & Let igb

0 TO Whom it Nay Concern:

Os 26. 1991, the federal ...ectso .+
no IU04..iss, 10e..a.. ..t..

cowlpai*t 6sg v iol tions o mcft aollt S O
Ulectios Cam"pawas Act of 1971. as amended.

On May 26, 1992, the Commission found. on the IsOf the
infoemation in the complaint, that there is no reeeo. t believeM Nilberg, Weiss, Sershad, Specthri & erach violet",., Act
based on the complaint in this matter. Accordinl V

0:) Commission closed its file in this matter as it pertains to
Milberg, Weiss, Bershad, Specthrie & Lerach.

This matter will become a part of the public record within
30 days after the file has been closed with respect to all
respondents. If you wish to submit any materials to appear on
the public record, please do so within ten days. Please send

( such materials to the Office of the General Counsel.

The Commission reminds you that the confidentiality
provisions of 2 U.S.C. SS 437g(a)(4)(8) and 437g(a)(12)(A)
remain in effect until the entire matter is closed. The
Commission will notify you when the entire file has been closed.
In the event you wish to waive confidentiality under 2 U.S.C.
S 437g(a)(12)(A), written notice of the waiver must be submittedto the Commission. Receipt of the waiver will be acknowledged
in writing by the Commission.

Sincerely,

Lawrence N. Noble
General Counsel

Dy:



FEDERAL ELECTION COMMISSION
• WASONG4 O C AM

June 8, 1992

Judith L. Corley, Rsquire
Perkins Cole
607 14th Street, U.N.
Washington, DC 20005

as: UR 3456

Willias Lerach

Dear Me. Corleyt

Os November 26v 1991, the Federal Election comission
notified your client of a complaist allefiqL v atems of

gV) certain sections of the Federal Xlectloe C Act,, of 1)71,
as aemdd (.the Act*). A cop of the "41aiMt oecded

in to your client at that time.

Upon further review of the alleg"ations contained in the
complaint, the CoaissLon, on May 26, 1992, found that there is
reason to believe William Lerach violated 2 U.S.C. 5S 441a(a)(3)
and 441a(a)(1)(A), provisions of the Act. Also, on the same
date, the Commission rejected your request to dismiss the

C complaint and to take no further action against William Lerach.
The Factual and Legal Analysis, which formed a basis for the
Commission's finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against William Lerach. You may
submit any factual or legal materials that you believe are
relevant to the Commission's consideration of this matter.
Please submit such materials to the General Counsel's Office
within 15 days of your receipt of this letter. Where
appropriate, statements should be submitted under oath.

In the absence of any additional information demonstrating
that no further action should be taken against William Lerach,
the Commission may find probable cause to believe that a
violation has occurred and proceed with conciliation.

In order to expedite the resolution of this matter, the
Commission has also decided to offer to enter into negotiations
directed towards reaching a conciliation agreement in settlement
of this matter prior to a finding of probable cause to believe.
Enclosed is a conciliation agreement that the Commission has
approved.



of this matter bypursuin prprobable cause conciliation and if

tytto

pond to this

a.queets fo -zas of tim vii not. be routinelgranted. Sequess met be readoAus vciti" at least five s
priot to tft due te o the response a dacecific good cause
muet be desoest 0ed, in additios the Offie of the General
Counsel ordtmW y will not give eatensioms beyond 20 days.

Ihi: Atter viii reItain confidu itta' Am ogoaace vith
2 U..C. " 4S (a)(4)(5) and 4371(t)(12ylA), wiles you notify
the CwAmise Tan writiy that you viSh tao invost getion to bemade public.

the st mee assi4 to thlismatt , at (32A) 2*340.

Sineeoly,

Joan D. Aikens

C0 Chairman

-) Enclosures
Factual and Legal Analysis
Conciliation Agreement
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UiN~n William Lerach :1 3456
2 U.S.c. S 441a(a)(3) limits total contributions by an

individual in any calendar year to $25,000. Under this section,

any contribution to a candidate or authorized committee with

respect to a particular election made in a non-election year

shall be comsidered to be made during the calendar year in which

such election is held. 

M 2 U.S.C. § 441a(a)(l)(A) limits contributions by an
.W individual to a federal candidate to $1,000 per election.

the Commiassion received a signed and sworn complaint from
Walter L. Palmer (the "Complainant") against William Lerach,

(the "Respondent"). The complaint alleges that the Respondent
exceeded the $25,000 annual aggregate limit on contributions by0
$58,000 for the 1990 calendar year. A review of the
Commission's records discloses that Mr. Lerach made the

following contributions attributable to the 1990 calendar year:

20-APR-1989 $1,000.00 P 90 Kerry Comittee/Senate
13-JUN-1989 $1,000.00 P 90 Citz for Biden\Sen
07-JUL-1989 $1,000.00 P 90 Howell Heflin/Senate
07-JUL-1989 $1,000.00 G 90 Howell Heflin/Senate
31-DEC-1989 $1,000.00 P 90 Nita Lowey for Congress
31-DEC-1989 $1,000.00 P 90 Ted Muenster/Senate
31-DEC-1989 $1,000.00 G 90 Ted Muenster/Senate
10-JAN-1990 $2,000.00 P 90 John Conyers/Congress
10-JAN-1990 $1,000.00 G 90 Citz for Biden '90\Sen
17-JAM-1990 $500.00 p 90 Sikorski\Congreenan
17-JA!-1990 $500.00 P 90 Sikorski\Congreemnan
26-JAM-1990 $1,000.00 P 90 Bill Bradley\Senate 9026-JAn-1990 $1,000.00 G 90 Bill Bradley\Senate 90
30-NAR-1990 $1,000.00 P 90 Oklahomans for Boren\Sen



9114)U.10 00 $1,000,0002-Jal-1990g #1,000.09

09o- -0o $1, 000 .00
30-NW-i9" $1,000.00

ols-.so $1,oeo.000o-,w-199o0 $100 *oo0o0l. 1U"0 n ~oo
30-JUN-1990 *1. 0* 00
3O-JUL,-.1990 $l4 0.00

19 w V0 44A * .00

29-0CI490 .-. @
29-oc400 *u* 0002-u.I49O 3i .+0

26m4.o~ .J

90
90
90
to
90
90
90
90
90
90
90
90
90
90
90
90
9090
90
90

John Innelli\Congress
1

Joba InnellI\CoAgress
2

Moo rlou\congress

8oIa-sat Sen Poll Comm
nownlect Sen Poll Com 3Saxon NII1/Noosier for/Sen3

aron 3ll/oosier for/Se
Albert Gore\Senate
Albert Gore\Senate
Wet Assn Securities PAC
Kerry Cmel ttee\Senate
John Innelli\conyress
Nat Assn Securities PAC
Lonedale for Senate
Loasdele for Senate
Jim sates for congte8s
Narvey Gentt for senate
Rike Sjuar from Congress
DCCC

On Doem r-S, 1991, counsel for Mr. Lerack submitted a

response to the complaint. According to counsel, the complaint
0 should be dismissed and the Commission should take no further

0 action on this matter. Counsel states that the allegations are

"vague statements" and that the complaint does not identify any

violations with any specificity and therefore, it is impossible

for Mr. Lerach to respond. The response vent on to suggest that

the complaint was filed as retaliation against respondent for

representing clients in a suit against the complainant,

Walter L. Palmer. Counsel included a copy of the "unpublished

opinion" of the California Court of Appeal from this case. The

1. Made through the partnership of Milberg, Weiss, Bershad,

Specthrie A Lertch and attributed solely to William Lerach.

2. Ibid.

3. Reported as a $2,000 contribution for the primary election
howeye $100 wa redesigned timely for the geeral election.

'I

kh : +°+ + : : .... : +: u+: , ... + i i++ r i V
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pa ether or not mr. Lerach exceeded any

Of tho ilwwy sasiut

Sbe'd 44 com"61bgin rec~rdt'it appoars that M.Lerachha

exceeded the ananal aggregate limit on contributions by $32,000

for the I9" calendar year. Additionally, it appears that

Mr. Lerach exceeded, by $2,000, the per election linit on

contribution to a candidate, by asking separate $2,000

contributions, designated for the 1990 general election, to John

Innelli for Congress and Earvey Gaatt for Senate. Therefore,

there Is reason to believe that William Ltrach violated 2 U.S.C.

SJ 441a(a)(3) and 441*4a)(1)(A).

0

6 wk .- ; "



JUae 22, 1992

7-!

leriega Janes
Otice of the General Counsel
Vdieral Xlection Comssion
999 a street, N.W.
1asington, D.C. 20463

Res 354 William Lerach

Dear Mr. James:

This is to request an extension of time to repondt the
' ,niasion*s letter dated JUne 8, 1992, noti yi Mr. LOrs.
that the imi:son had found reason to believe that he ha
violated the caqign laa.

We ask for an additional 20 days to epoM in order to
have sufficient time to review the records involving Mr.
Lerach's 1990 contribution activity, consult vith the client
and prepare a response to the Commission's findings.

0 With the extension of time, the response would be due no
later than July 16, 1992. If possible, we vill file the
response before that date. If you have any questions or need
additional information, please contact the undersigned at
202/434-1622.

Very truly yours,

th L. Corey
Counsel to Respondent

0u7644SIM 4.3

Ta 4" t M tso 0 44M



FEDERAL ELECTION COMMISSION

WS.... June 16, 1992

Cooey RsquirePerl no Cole
607 14th Street, M.W.
Waehtington, DC 2000S

RR: RM 34%
/ MWillam 5. Ia rach

Deterf. Corley:

Ibpd is ini response to Your, letter d4ted J 1),?zmd,
:.* et e 1*z ... !

ton

1f you have any questions, please contact mo at (202)
219-3400.

0> Sincerely,

Noriega E. James
Paralegal



July 16, 1992

oriega Z. James
Office of the General Counsel
Feeral Zlection comission
999 1 Street, NW.V.
Washington,, D.C. 20463 O

ae: M 345 - Willm Lr

Dear Mr. James:

This letter is in respons to the Ciiion' s letter :
dated June B, 1992 notifying Mr. Lerach that it had found
reams to beliee hie had VLiateod the fewasl ousaiga lawsI

LI) U~kJ~g cotritos in 03nSces Of the: $25,r000 annual
costr iAtion limitation for individuals, and by making two
contributions to a candIdate that eMAeede the contribution
limits for a particular election. The following discussion
will outline the reasons that Respondent believes the
Commission's conclusions were incorrect.

0: Contributions on Joint acoount

During 1990, Mr. Lerach and his then-wife, Kelly,
maintained a joint checking account for payment of their day-
to-day living expenses, including the making of political

_contributions. Mr. Lerach believed that all checks written
out of this account represented joint expenditures of the two
spouses. Mr. Lerach was aware of the $1,000 contribution
limit per candidate per election and sought at all times to
stay within these limits. Thus, he assumed that a check for
$2,000 to a candidate would be attributed $1,000 to himself
and $1,000 to his wife. Mr. Lerach was not aware of the
Commission's requirement that contributions signed by only one
of the signatories on a joint account must be attributed
entirely to the individual signing the check. Therefore, he
made no effort to obtain his wife's signature on contribution
checks.'

1SLailarly, on those occasions when his wife signed contribution
checks, her signature alone appeared.

*~is4US~4**S~ 4*?7~~m -



July 16, 1992
Page 2

Even it mr. Lerach had been familiar with the details of
federal caaign finance laws (which he was not), the
Cammission's positions on Joint assets of a husbd and wife
in various ontext is contradictory, and, as a result,
confusing. O the one hand, a campaign is prohibited trm
asming a contribution on a joint c account is a
oontribution from both a husband and wife. On the other hand,
a spouse is presumed to have access to the other spouse's
account for purposes of asking contributions, even if the
spoue does not have signatory au ty on that account. In
another example, a candidate is probibited from using more
than on*-alf of the equity in assets jointly-owned with a
spose, even if the an te spus readily arove.

Ur. Lerack's uner st ain of the attribuion of joint
1checkng account contributions is a cmsn am. Even

c ns r =mtrbtims on eah joint acunts as
si0gle contribrtiom frm Mr. and Mrs. Doe.

Each of the two findings of the Commission (discused
further below) must be viewed in light of Mr. Lerach's
understanding, mistaken as it was, of the application of the
individual contribution limitations under the law. He
believed that he (and his spouse) were within the limits set

o out in the law and had no intention of exceeding the
contribution limits at any time.

nnua Contribution Lit

The General Counsel' s report lists $57,,000 contributions
that it attributes as made by William Lerach during the
calendar year 1990. Of this amount, however, the following
adjustments must be made:

The $2,000 in contributions to Friends of Howell
Heflin was actually made by a check signed by Mr.
Lerach's then-wife, Kelly Lerach. The contribution,
therefore, should have been attributed to her rather
than Mr. Lerach. A copy of the check is attached as
Exhibit A.

The $20,000 contribution to the Democratic
Senatorial Campaign Committee was refunded by that
committee. The Commission in its records has
apparently attributed the refund to a second $20,000
contribution to the DSCC made by Mr. Lerach in 1991.

MM6S4SUDAMMf3 ?non
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nos refund was int , for obvious reasons, to
apply to the 1990 contribution. A copy of the
refund check is attached as Exhibit B.

The $4,000 contribution made by r. Lerach' s law
firm to WASAT PAC was attributed to Mr. Lerach in
error. The contribution was to have been attributed
to other of the firm. A copy of the
corrected attribution filed by RASCAT PAC is

Sas xhibit C.

$1,000 of the $2,000 contribution to the Longdale
for U.S. Senato was refunded by the

O A oM of the mittee ep

r campaign. A copy of the cinilttee' s reportreflecting the refund is attached as Exhibit I.

As a result of the refunds and other changes descibedabove, $r. Lerach actually contributed only $29,000 to
candidates and committees for calendar year 1990. While even
with the adjustments outlined above this amount would appear

to be in excess of the $25,000 limit, Mr. Lerach actually
believed that he had contributed substantially less than the

) 25,000 limit. As discussed above, Mr. Lerach understood that
contributions made on a joint account would be attributed in
equal proportions to each of the spouses on the account. Such
an attribution would have placed his contributions at barely
half of the applicable limit.

Contributions to i$nale leoction

The Commission also found reason to believe that Mr.
Lerach had made excessive contributions to two candidates in

connection with the 1990 general election. In both cases, Mr.

Lerach made a $2,000 contribution which was attributed to the
general election.

In the case of the contribution to Harvey Gantt for U.S.
Senate, as noted above, $1,000 of the contribution was
refunded. But more importantly, as also discussed above, the
contribution was originally assumed by Mr. Lerach to have been

07154M 8 7n.I.
"A i 6A
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faceL" 4aM 0"-3es June 16, 1992

Mr Ke A. Davis, Jr.

W -9l E ..c. t salon

I'm ij*A D.C. 2063

N. .. -. .. C ,. .. -3 .• ly 15, :

Dear Mr. Davle:

The contributors of the MASC&? PAC have brought to my
attention an acuracy in the fIled on February 15, 1991

S regarding the October 15, 1990 Quarterly Report. Also, the

contribution of William Lerach in the July 15, 1990 Quarterly
IV Report was inaccurately reported. Both contributions we

contributed by a partnership and should have been accredited to
) each partner according to their percentage held in the partnership.

I have enclosed amended reports for both the July 15v 1990 and
the October 15, 1990 Quarterly Reports. If you have any questions
please contact me at (612) 339-6900.

Sincerely,

Shelly B. Martin
PAC Administrator

/sbmEnclosures
cc: Jon Cueo,

William wach
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O fay 26, 1992, the ComSis.ion found reason to believe

William Lerceh (a.espodet) violated 2 g.S.C. 5, 441&(&)(3) and

44le()(l)(A). at the Da time, the C0isi@ decided to offer

to eater lato negotiations directed towmrds reaching a

U)e o~s@IUoi@ amet In settlement of this matter fprier to a

fima~ f pebgLAN cause tobelieve.

CV)

.II DISCSSIGN

A&. William Lerach

The Commission originally determined that WillLam Lerach

nt, made $57,000 in contributions attributable to the 1990 calendar A

year. This total included excessive contributions totaling $2,000

to two federal candidates. According to counsel, the $2,000

contribution to the Friends of Howell Heflin Comittee was not

made by Mr. Lerach, but by his "then-wife" Kelly Lerach. Counsel +

provided a copy of a $2,000 check, drawn on a joint checking

account, which is payable to the Friends of Howell Heflin

Committee. Only the signature of Kelly Lerach appears on the

cieck. Id. at 2 and 10. Because the check does not bear

ii , + ~ ~ ~ ~ A- .. . + .ew, : ...



of merodsento fromth

Pat (MACAT ie) *iWe! disclose that $,@0@ IS, Contributions which

were originally reported as made by Respondent (nft Attachment 4)

should have been reported as contributions from the partnership of

Milbew, WelS, "SISbad, Spethrie a Lorech. Respondent's share

of these coatribtions totals $1,.3!.10. j Attacmst I at

C---39. Co1mael a,16 et that tho MA0 oettributlo to the

N of the cestrlbuttoo to two a oui te .t~t9* o

well beyad" a7o reftipt. a" thereftoe they;jll *e "evotly

included with Mr. Lerch's. 199, cotributl. ss

okk Given the evidence presented, this Office agrees with

0D counsel that the contribution from Respodent's former wife to the

campaign of Howell Heflin should be excluded. This Office further

agrees that only that portion of the law firm contribution to

y ASCAT PAC attributable to Mr. Lerach should count against

Respondent's 1990 annual contribution limit. These adjustments

reduce Respondent's 1990 contribution total to $51,232.10 or

$26,232.10 in excess of the annual limit.

1. Commission records do not show that Kelly Lerach made

contributions to the Friends of Howell Heflin Committee.

2. These amendments were filed subsequent to the Commissionts
original findings in this matter, including the finding that

there was no reason to believe that the law firm had violated

the Act. As noted below, this Office akes new recommendations
based on this sqiplmental information.
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In light o5 the iaf"O"stio and evidence provided by

nr. Lerac h this Office recoiwods that the Commission find reason

G O to bello*" that the Friends of novell mobils Committee ad

u . 5um" u~rn,. as .tX*Wta Ir violated a U. 8co 434 by

ree ~ cettaim co**sftloss as hswiV41bee by

.,illiam erach wben In fa.t the cotetrbmtionS wrO Md by

Kelly Lerach. We also recommend that the Commission find reason

to believe that the friends of novell Beflin Committee and A

a. Thomas Reflin, as treasurer, violated 2 U.S.C. I 441a(f) by

accepting a contribution from Kelly Lerach which exceeded, by

$1,000, the $1,000 per election limit established by 2 U.S.C.

S 441a(a)(1)(A). As a result of the same contribution, we

reconmend that the Commission find reason to believe that

Kelly Lerach violated 2 U.S.C. 5 441a(a)(l)(A).

Further, this office recomends that the Commission find

reason to believe that the National Association of Securities and

':2. ,'' ,"" ' .' "- , , ," : ' , , ". .., : : " ,:? -7c'



violated 2 U.S.C. 1 434 b reportiny certeO bytt tttiob s Cs

~~~~A ~ $~~* g ) A o'e~the contrimt$

were s ft by U4lI0 . "0 , h4 1. p.. the.. Ler ahe

Comiaeson shmad also find rVea6o to believe that the National

Association of 8ecuritie. and comrcial Low Attotf" PAC (N--CAT

pAC) and vacne g. Opperln, as treasurer, violated 2 U.S.C.

5 441a(f) by socepting eotributions from uilber, Weiss* aershad,

Specthrie a xoraeb wh* eaeeded by $2a,000 the *5,0 per

caleidar yeoc lImit .stablimbed by 2 U.S.C. I 441alal(C). i

11 C.R.a. S 11S.(e).

Tis Or ieto alSO rm-eiidm that the Cmo slos fied 9106 S

to belleve that lbery. Wi, 5ere, Sethrie a Lerach

violated 2 U.S.C. I 441a(a)l)(C) by asking this excessive

contribution. Novevor, given the limited amounts involved in

these violations, we recomnd that the Comission take no further

action, send admonishment letters to these Respondents and close

the file with respect to then.

2. Find reason to believe that the Friends of Howell Heflin
Comittee and H. Thomas Heflin, as treasurer, violated 2 U.S.C.
55 434 and 441a(f).

3. Find reason to believe that the National Association of

Securities and Comercial Law Attorneys PAC (NASCAT PAC) and Vance £

Opperman, as treasurer, violated 2 U.S.C. 55 434 and 441a(f).

4. Find reason to believe that Nilberg, Weiss, Bershad,
Specthrie a Lerach violated 2 U.S.C. S 441a(a)(1)(C).

5. Find reason to believe that Kelly Lerach violated
2 U.S.C. 5 441a(a)(l)(A).
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2. rind reaa to believe that the rerl llads of

r t ove02 Ile~in commi ttee and SI. Thomas 3ef/nt

ax treasurer* violated 2 O.S.e. 11 434 and

D 442a(f).
3. rind reason to believe that the National

,Associatio of secities and Comomrcial Lan

Attorneys PAC (M8 ChT PAC) a"d Vance K.Oppecasn, as traauurer, violated 2 U.S.C.

s 434 and 441(f).

4. rind reason to believe that the rgt Weisso

5erSa.W Specthrie & Lerach violated

2 U.S.C. S 441a(a)(l)(C).

(continued)
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1993

s. Find reason to believe that Kelly Lerach
violated 2 u.S.C. S 441a(a)(1)(A).

6. 2ke so fucther action and close the file V.
with teepet to the Friends of Sovell 5sflin

and 3. Womas rafia, as tresurer,
the Aesociation of Sesurities and

Law attorney s PAC V a88 treoftcer,, rttlmens, Noe,

qpethci* & LerM* a"h "L1y SrCh.

7. levnd "1 S adlatr. nrepns in

Conesionrs ALikens, illiott, McDosald, McGarry, Potter,

and Thomas voted affiraatively for the decision.

AtteSt:

ft a 

41

-,# 
Amda-A-A

)W-A - i0b lr

sectralrjo 
I's *

ry of the Commission

Received in the Secretariat:
Circulated to the Commission:
Deadline for vote:

Wed., Dec. 30,
Wed., Dec. 30,
Wed., Jan. 06,

1992
1992
1993

10:44 aom.
4:00 p.M.
4:00 p.M.
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.ear Er, elliaI

fadin,, is a~tached fo4 your iniortstion.

be Commission reminds you that Section 441Of) of the Act
provides that no candidate or political Committee shall

0 knowingly accept any coutribution in violation of the Act. And*
each treasurer of a political committee is responsible for the
timely and accurate I ling of all reports. 2 U.8.C. 1 434 and
11 C.P.a. I 104.14(d). You should take inmediate steps to
insure that this activity does not occur in the future.

The file will be made public within 30 days after this
matter has been closed with respect to all other respondents
involved. You are advised that the confidentiality provisions
of 2 U.S.C. S 437g(a)(12)(A) still apply with respect to all
respondents still involved in this matter.

If you have any questions, please contact Noriega R. James,
the staff member assigned to this matter, at (202) 219-3400.

Sincerely,

Scott 3. Thomas
Chairman

anclosure
factual and LeIal Analysis

ia
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M. Yhoms 3An, as t "se rer a"

Sach treasurer of a political coamittee Is responsible for

the tiuly and accurate filing of all reports. 3 US.C. S 434
ad 11 C.F.R. S 104.14(d). i

2 940C. 1 441a(f) provides that no candidate or political

cIMittee sball Isomlgly acept am" coatributi in violation

Ofth &t
Se~tai41(a)l( jaUits _to $I,*" t,,lmo_ a t at

authorized political Committees with terese" to Ony election fot

Federal office.

The 1909 Year End Report fJied by the riends of
o

sovell Neflin Committee itemis a $2O00 contribution from

William Lerach that is dated July 7, 1969, and reportedly

received for the primary and general elections. Nowever, based

on information ascertained in the normal course of carrying out

its supervisory responsibilities, the Commission has found thatI

this contribution was undesignated and was actually made, by

Kelly Lerach. Therefore, there Is reason to believe that the

Friends of Novell Neflin Committee and N. Thomas Heflin. as

treasurer, violated 2 U.s.c. 55 434 and 441a(f). Nowever, the

Commission determined, upon consideration of the proper ordering

of Its priorities and resources, see Neckler v. Chaney, 470 U.S."

621 (1905). to exercise its prosecutorial discretion and to take.
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Miko

All hA

71. ereel t

33, a3 3455

cito stmo this atte0 Salesep td e to
take no furtber aetios and losed Its file s it pertains to the
Cmi tte 4"jOU 0 as treaOsurer. te tactual sad L
Analysis, which formed a basis for the Comissionts rInding, is
attached for your information.

The Commission reminds you that Section 441a(f) of the Act
provides that no candidate or political comttee shall
knowingly accept any contribution in violation of the Act. And,
each treasurer of a political committee is responsible for the
timely and accurate filing of all reports. 2 S.S.C. S 434 and
11 C.F.R. S 104.14(d). You should take imdiate steps to
insure that this activity does not occur in the future.

The file will be made public within 30 days after this
matter has been closed with respect to all other respondents
involved. You are advised that the confidentiality provisions
of 2 U.S.C. 5 437g(a)(12)(A) still apply with respect to all
respondents still involved in this matter.

If you have any questions, please contact Noriega Z. James,
the staff member assigned to this matter, at (202) 219-3400.

Sincerely,

Scott a. Thomas
Chairman -



in -U .is: Natiomal £eo tilos of Securities snd Censroisi

La &m~j.P (SS4~PM)a d

£inch treasurer ofe political Comittee is responsible for

"the timely aid amct.t5~ of all reports. 2 U.S.C. S 434

3 *S*C* 4~~~It that so cniaeo oii
ounte shall h $t seep a• "e tOibutes in viMlINiOS

2 @.C. 44j~fC)limits omrbto ~ a perew
to any poltt1 comitte., other than an authorised political

conwitto or a political committee established and maintained by

o a national political party, to $5r000 in the aggregate in any
calendar year. And, the term *Person* includes an individual,

" partnership, coMnittee, association, corporation, labor

organization, or any other organization or group of persons, but

does not include the Federal Government or any authority of the

Federal Government. 2 U.S.C. S 431(11). Also, a contribution

by a partnership shall be attributed to the partnership and to

each partner in direct proportion to his or her share of the
partnership profits or by agreement of the partners and shall

not exceed the limitations on contributions established by the

Act. Bee 11 C.F.R. S 110.1(e).

The 1990 July and October Quarterly Reports filed by the

Retioa.. Asoiation of Securities and Commercial Law Attorney,

.4 kttt 4 . 9



PAC (MUCAT PAC) ad Vance K. Oppeermn, a treasurer, Initially

i b~ t. *l eb by k".s g*fl2iP fiea of

*lbers, Wse. Derad, Spsothrie s Lerach. 'Aditionally, the

partseraip coatribmttoe *xmmd the limit -e5tablisbhd by

I u.s.c. * 44la(e)(I(c). 8o 11 C.i.lt. S 11O.1(e). Therefore,

thete Is Cooes to believe tbat tbo -ntloali Asseciation of

vOuttls, O~m com & in& , vAttosve"S vw 4aCl PAC) ad

VU -K. @ U s ---t-'-t., .*Aet44 a-.s . .- sc. 4 4414; f

seG43,40 ftwlle a Ins o tStakno W uges a ste.

v.Cbae, ~fW* @1 ~9~~ to ac its

pr@..cvterisl 4iswwtiomn an" to take so further actions

C:)
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tilbery. *at"* Seroshad I Specthri.

'Ut nn 345

Deacir Srs ~bt .nd
CO . q, "L' i.S, t. p V der L. 4, st . ,OS bUS

bras fo the ctuailt aidiegl A8 atysicd hic forme
information.s

o The Commission reminds you that Section 44ta(a)(l)(C)

limits contributions by a person to any political camittee,
other than an authorized political committee or a political
committee established and maintained by a national political
party, to $S,000 in the aggregate in an1 calendar year. And,
the term "Person" includes an individu . partas
committee, association, corporation, labor orgalMtion, or any0 other organization or group of persons, but does not include the
Federal Government or any authority of the Federal Government.
2 U.S.C. S 431(11). You should take imodiate steps to insure
that this activity does not occur in the future.

The file will be made public within 30 days after this
matter has been closed with respect to all other respondents
involved. You are advised that the confidentiality provisions
of 2 U.S.C. S 437g(a)(12)(A) still apply with respect to all
respondents still involved in this matter.
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2 U.S.C. $ 44la(aU)c limits .otritbtioms by a person

to any political eitt"4 ether thae am awecitsd political
CoeMttee or a Ipoi e alndtrte eet"sh6d ad Seintained by

a natonal politl, paet, to $SO* in the *"gte i ny

o orssitiprot, or ut i ragren or tner n s bat

rd not ee the asaln onconribumtions seta ritVho f the '*i

(Ilka AoMA, .&. S(l) lma~kthto

Cct ALSO 4k AmutS 1 (•)

by a partn99hip al he Oottributed to the prtishtp ad to
each partnerin iitoct proportion to his or her shreo of the

partnership profits or by agreeent of the artes nd shall.

not exceed the limitations on contributions establish , by the
-A

Act. Ste C.P.U. S 111vie).

The 1990 July and October Quarterly Reports filed by the

National Association of Securities and Commrcial Law Attorneys

PAC (NASCAT PAC), as amendedr disclose that Respondent

contributed $7,000, in the aggregate, to NAICAT PAC In 1990.
Therefore, there is reason to believe that Milberg, Weiss,

8ershad, Sp*Cthrie G Lerach violated 2 U.S.c. 6 441a(a)(1)(C).

Movever, the Commission dtrmined, upon consideration of the

proper ordering of its priorities and resources,, see ftckler ve
Chaney, 470 U.S. 821 (1965), to exercise its prosecutorial

discretion and to take no further action.
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ancho son" Fo, CA 937

33s M 3454
Soea 188. Irehs

JAM06fl s, 1"1 06 toora tlMwt

9m J* e ei ioncu teZ!un

•"t

"k# %MOSOS vwllft t5m bt a n dividft " s

contribte a im of $14 OUoion to a ateo
caupain. Tow should take imitate etop to laure tat the
actviL outtned in the attached Factua and Le Amayis1
does no occur in th future.

The file will be made public within 30 days after this
matter has been closed with respect to all other respondents
involved. You are advised that the confidentiality provisions
of 2 U.s.C. I 437g(a)(12)(A) still apply with respect to all
respondents still involved in this matter.

KIf you have any questions, please contact Noriega R. James,
the staff member assigned to this matter, at (202) 219-3400.

Sincerely,

Scott R. Thomas
Chairman

Mnclosure
Factual and Legal Analysis



t344

' alRy larach

Section 443a()(1)(a) of the ederal El3ectiom CMpA Act

of 1971, as eatd (htbe M0t'), limits to $1,WO the amount

that a perCsf Sha. sho in contributions to any candidate and

Mis autheiftag-1Uttwa ci ttse with toqpet to'" any el oa

for Federal o weei.

t1~ ~ "U"l0a- -dollh wb** isa4Jl ,10,adrg

CeceiVed for the portmt an" genteral 'eleett. Nwaevoe based
on information ascertained in the normal course of ctrrying out

CO its supervisory responsibilities, the Comissn has found that

this contribution was undesignated and was actually made by

Kelly Lerach. Therefore, there is reason to believe that

Kelly Lerach violated 2 U.S.C. S 441a(a)(l)(A). However, the

Commission determined, upon consideration of the proper ordering

of its priorities and resources, see Heckler v. Chaney, 470 U.S.

821 (1985), to exercise its prosecutorial discretion and to take

no further action.
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Fedeal1 aieftion msion
9"9 a Street 8 N, .
Vashingtom, D.C. 20463

es n3456 - WillIm S. 1aZh

Der Car misin s:

m yclet, William 5. Lmsmf, has asd m to suhnit this

tn~~~ h" V114ed

lettOR i hih eb oa h aulilc

-- M . ol i r. Le a a s rem o a s behalf!:-eeor4wi m to a o2a1ilL ftcR t- .. oWe01% -hisR

in this matter depte the fact that he believes strongly that
the i ion m misguided in its rut of enforcment in
this case.

0 This is not a case of an individual who set out to
circumvent the federal campaign lav and the contribution
limitations. Rather, as the Co sion itself acknowledges in
the conciliation agr ment, this matter arose from a
misunderstanding of the interpretation of the campaign laws
relating to contributions on joint checking accounts. Mr.
Lorach reasonably believed that a contribution on a joint
chocking account would be automatically attributed to himself
and his wife in equal 0ount. The contributions involved in
this case were made with that understanding.

As Mr. Lerach subsequently discovered, however, the
Commission does not view contributions on joint checking
accounts this way, but instead requires that such
contributions be attributed only to the individual signing the
chock.

The results of this interpretation are illogical. Yet
there has been virtually no effort by the CAmission to
educate the public on the application of the individual annual
contribution limitation. Nonetheless, as soon as Mr. Lorach

p7~6,U U.S.



Page 2

Iln of te smisoms iton, hO Ineiately
took steps to agiest the situatisik am to bring hi
contr vto into omliance.

?his eftort was to no avail. "be CaiSGIn Still
decimd to pursue mr. sraf In a full-blon etato cMfit
action, hoosing the mot omlicated and OpInive approach
to cOrrect the situatin.

Deepite his belief that the result in this Ntter is
uanvarmoti ip U r as b ssi to sett]le the case, it
would be sImpily too t1imeoim am IeI*pmsive to amoine

am oy hope that the Vmiss-o- io" sme effc t to
notif~yibsto of hat t U vii be apled, so that
oteswill not be put ----- a-ily this te

tfVer truly

counsel to Mr. Larach

C)

P714548UMDAOMMNLM
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migiax. COUSUSL'S 331st?

Attached isa eonciliation agreement which has been signed on

b44 f of Wille Leroach. The attached agreement contains no

h4Le from the aomest approvd by the CouMiionSI on

Ja Ap 6 13,, The civil pemlty be not bee ree*ved.

1*the. be msciatom agreesent wth

2. etefie

3. Approve the appropriate letters.

I

4:

Lawrence N. Noble
General Counsel

Date I
~IBY:

Lois G. Lerner
Associate General Counsel

Attachment
Conciliation Agreement

Staff Assigned: Noriega E. James

~ ~-~' ,~

0:

k



.?the mter *
)

WIiamn Lotac. ) 313)4W

x. usrfogie w. 0e, Secretafy of the 1ra1 glection

C --'-&;S- do hereby crtIy that Ls 't*: 3 23, 1"3t the

M0

the the~4k A
oemsialocowe L'* 1 t dated
btmry No. iM3.

2. Close the file.

3. ApprOve the appropriate letters, as
recommended in the General Counsel's
Re1port dated February 18, 1993.

Comissioners Likens, glliott, McDonald, Ncoarry, and

Potter voted affirmatively for the decisionj 
Commissioner

Thomas did not cast a vote.

Attest:

- '-~e~ De -tary of the Comission
Secr tar

Received in the secretariat: Thurs., Feb. 18, 1993 10:30 a..

Circulated to the Comission: Thurs., Feb. 18t 1993 4:00 p.N.

Deadline for vote: Tues., Feb. 23, 1993 4:00 p.m.

dr
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FEDERAL ELECTION COMMISSION
WAS4"TON. O.C. 3n*

Mrch 1, 1993

Judy Coxleyp Esquire
Perklas Cole
607 14th street, W.w. ,
Washington, DC 20005 3

R8: MMR 3450 L

William S. Lorach

Dear Me. Corleyt

a 1ebruatr ,;3, 193, the Federal Slectoa Coihaelon
acepted the O : tlon egreeset ausm tte yoS rout

61141at )(2(A aMdt 44l(Oit(3). p4Om 1to the t.gera

A1.t*00 C "'m04s 'ct at , 1, am Is 1t0 ct
Acord*#l. he ll hii-bee" clsed In thlo matter.

The con0fidetiality provisions at 2 U.S.C. S 437f a)(12) no
longer apply and this matter is now public. Zn addit on,
although the complete file mut be placed on the public record
vithin 30 days, this could occur at any time following
certification of the Comission's vote. If you vish to submit

any factual or legal materials to appear on the public record,
please do so as soon as possible. While the file may be placed
on the public record before receiving your additional materials,
any permissible submissions will be added to the public record
upon receipt.

Please be advised that information derived in connection
with any conciliation attempt will not become public without the
written consent of the respondent and the Commission. See
2 U.S.C. S 437g(a)(4)(B). The enclosed conciliation agreement,
however, will become a part of the public record.



lr * l t.@r • .. o, If yp W~. tioas , please
contact U t (202) 21903400.
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In the matter of ) ) H~m 3456 '

William Lerach)

Lfl

This matter wan initiated by a signed, sworn, and notarized

comlaint by alter L. Palmer. The Federal Election Commission

(Cmian") found reaso to believ that William Lerach

(Res e ) violated 2 U.S.C. SS 441a(a)(3) and

441a (a) (1) (A).

=we TEUZOSt, the Comission and the 1*.--m-a, having

tp tipated in informal m of ooeciliation, prior to a

finding of probable cause to believe, do hereby agree as follows.

o) I. The Commission has Jurisdiction over the 'Mpondent and

the subJect matter of this proceeding, and this agreement has the

C3 effect of an agreement entered pursuant to 2 U.S.C.

S 437g(a) (4) (A) (i)

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this agreement with

the Commission.

IV. The pertinent facts in this matter are as follows:

1. Respondent, William Lerach, is an individual

contributor.

2. 2 U.S.C. S 441a(a)(3) limits total contributions by an

individual in any calendar year to $25,000. Under this section,

• .... ... ... " , i . , " . . .* . ... , A 
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esetto a particular election maft in a non-electionl Year

suck election is h.eld.

3. 2 U.S.C. S 441a(a)(1)(A) liis@itibutiofl5 by an.

individual to a federal candidate to $1,000 per elOction.

4. With r to the 1990 calendar year, Responet made

contributions totaling $51,232.10 to political ommittee.

S. Of this amount, $2#000 were cotriutc to two

o-sa-iat commttee in ewee of tim per election limit on

0contribtin to a cniae

C) 6. R---spon--ent cinu that be believed that

10comtribuim W u aon his Joint sheoking account would be

nattributed in equal proportion to him and his snpouse* oevr

her signature did not appear on the checks or aoMpanying

o documents as required under 11 C.F.R. S 110.1(k).

V. With respect to the 1990 calendar year, Respondent

made contributions to federal committees which exceeded, by

$26,232.10 and $2,000, respectively, the limits established by

2 U.S.C. SS 441a(a) (3) and 441a(a) (1) (A) .

VI. Respondent will pay a civil penalty to the Federal

Election Commission in the amount of Seven Thousand One Hundred

Dollars ($7,100), pursuant to 2 U.S.C. S 437g(a) (5) (A).

VII. The Commission, on request of anyone filing a

complaint under 2 U.S.C. S 437g(a)(1) concerning the matters at

issue herein or on its own motion, may review compliance with

this agreement. If the Commission believes that this agreement
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Associate G4neral Counsel
Date

FOR THE RESPONDENT:

L. Corley
Afor William L ch

Date V~p~i

civil action for relief in the United States District Court for

the Djstrift of OlmJa.

VIII. Ibis agqrint shall bems offective as of the date

that all parties hereto have emuted sam and the Coamission

has aroved the entire agremmet.

IX. e shall have no more than 30 days from the

date this agremat beomes effective to comply with and

imlaient the requirement contained in this ageament and to so

notify the Cionssion.

X. This Conciliation _gremen constitutes the entire

agrem-- bet een the parties on the matters raised herein, and

no other statm--nt, promise, or agreent, either written or

oral, made by either party or by agents of either party, that is

not contained in this written agre t shall be enforceable.

FOR THU COUISSION:

Lawrence M. Noble
General Counsel

&~

c;LjcaS-/ 931 W



F f~KMAL ELECTION COMMISSION

march 1, 1993

lter L.. ?l!aer

5183 cassandra Lame
Ban Diego, CA 9210

Igo 33 3456
Deer Etr. Paler

thpso4*4 iebtw k", , o1tw te a the

0879,.00 V0w 2iO

The Commission found that there was reason to believe
William Lerach violated 2 U.S.C. SS 441a(a)(l)(A) and
441&(a)(3), provisions of the Federal Election Campaign Act of

0 1971, as amended, and conducted an investigation in this matter.
On February 23, 1993, a conciliation agreement signed by the

w respondent was accepted by the Commission. Accordingly, the
Commission closed the file in this matter on February 23, 1993.
A copy of this agreement is enclosed for your information.

If you have any questions, please contact me at (202)
219-3400.

Sincerely,

Noriega Z. James
Paralegal

Enclosure
Conciliation Agreement



March 1, 1993

Milberg. Weiss, orshad, spoethrie
& Lereck
2000 Central savings Tower225 broodusF

"an nie40, C alo-soso

33: NRU 346

hr Sirs 1ad 9adama:

a e te dtvise rou that this matter s sow clod. ie

a5 iI

dep this 4" ecur at.ay2 time foat"lle1 crtification of
tbo Ce ossloas vote. It yFou ish to submit 4ay factul or

fO legal materials to appear on the public record, please do so as
soo as possible. While the file may be placed on the public
record before receiving your additional materials, any

o) permissible submissions will be added to the public record upon
receipt.

If you have any questions, please contact me at (202)
219-3400.

11r Sincerely,

NorlegaL ames
Pa ralegal



FFIDERAL ELECTION COMMISSION
A~9.e ~,~.~. .C. mw

arch 1, 1993

a. Thomas met-sn, Treasurer
Friends of Nowell Beflin Comittee
P.04 box 1996
Tuseumbia, At. 3%74

Rat MUR 3456

Dear Ur. tlins:

This to to advis y", that thie matt is neywclose,* Tbe
1LtO Ut0 4 :00b~ ~ K t e L

%P, tb8o,,,d:; 4lm. k

ddythis I)
theve. yu wis0011mto t any10 orlegal aterials to appear on the public record.pleaedo so assoon as possible. Ie the file may be placed on the public
record before receiving your additlonal materials, any
permissible submissions will be added to the public record upon
receipt.

If you have any questions, please contact me at (202)
219-3400.

Sincerely,

Nor iega . James
Paralegal

~ sKK~
A4A.

Co



FEDERAL ELECTION COMMISSION

Vane I . OPPerman, Tr.to~ r
Wationli AsSocation " cosrities
*ad COmircMa Law Atte""es PAC (UshlC PAC)1Wwabhino Avene eb
Ste aoA *@ Xe..

Ri apolis. 4F SS401

22s IM 3456

Pear Am. AOpema

'03aL t t a h public the

isN v"141 occ at aky- tin r.1v~ ~tf~ ion Of
the, Cammissio's *9Vote. If You wish to sumtay fatual or
legal materials to apaar On the Public resord., plea** do so as
soon as possible. hiIe the file may be placed on the public
record before receiving your additional materials, any

o permissible submissions will be added to the public record upon
receipt.

If you have any questions, please contact me at (202)
219-3400.

Sincerely,

Noriega E. James
Paralegal



FEDERAL ELECTION COMMISSION 14

Maxch 1t 1993

Kelly Lerecla
P,.0. 50,W 937
Macho Sante Fe, CA 92067

33t NO 3456

Dear 8 Lerach W "
IhI. tl thistter nw0 CO~f~tL~l~y pwsit 2 Uwslc.' S f~a12k S

o tbs ut~r A o, pw . Zn ,UO t os ~l

"WI Mee" P1 to asn *ItZ
soo e ps~le ~ "mth file ar be * e on the paulirecord before r0eceivig your additional -et.ials. anyreib * ssit. will be added to the public record uponreceipt.

I If you have any questions, please contact me at (202)
219-3400.

-C) 
Sincerely,

Non/ega B. Janes
Paralegal
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FEDEIAL ELECTION COMMISSON
WASHM4CTON. 0 C *

I Microfilm

Public Rcds

Press

TYE FOLLOWIIG DOCWU HTTION IS ADDID TO

TU PUNIC macw Mv CwSED MuM 13 .



PHONE: (202) 79.3S03 PA0WE:Mn?W1613

May 9, 1993 --

Mr. Noriega E. James
Paralegal
Federal Election Commission -
999 E Street, N.W.
Washington, DC 20463 

I

CA -
Dear Mr. James:

Please take whatever steps are necesa ry to place this letter
- in the public record of MUR 3456. I have sent copies to all

Commissioners. Please contact as with any questions.

With best regards.

at. Iunm



p agoiit w F~SWLE: (71613

Nay 9, 1993

Federal lection Comm ission
999 z Street, M.W.
Washington, DC 20463

Re: NUR 3456

Dear Cowmissioners:

In early March, 1993, we learned that on January 6, 1993, the
Federal Election Commission (OFECw) found "reason to believe' that
the National Aseociation of Securities and Commrial Law Attorneys

-- PAC ('NASCAT PAC') and Vance K. Opperman, as Treasurer, ommitted
certain violations of the Federal Election Campaign Act of 1971.
At the s=* tins that the Commission made this finding, the
S CinisAm ed upom consideration of the proper ordering of
its priorities and reSouOes to "take no further action." We now
understand that the F hs made its file in this matter public.

Both Mr. apr en and EASAT PAC take their obligations under
Federal lection law extsemely seriously. ThorM, the FlC's
finding -- limited as it is to a 'reason to believe' determination
-- is troublesome. We deny the FZC's allegations and - test the
procedu that the FEC has employed in the strongest possible way.
As the ens ng disoussion reflects, there is a complete explanation
of this matter.

The FZC's determination is based on a factual error. The
FEC' s determination is based on the 1990 July and October quarterly
reports filed by KABCAT PAC. Those reports incorrectly reflected
contributions totaling $7,000.00 from one individual. In June
1992, NASCAT PAC filed an amended report, correctly allocating the
$7,000 among the partners of that individual 's law firm. The
FEC's "factual and legal' analysis -- which came six months after
the filing of the amended report -- omits any mention of this
amended return.

Procedurally, the FEC reached its conclusions without A
notice whatsoever to NASCAT PAC or Mr. Opperman. Neither NASCAT
PAC nor Mr. Opperman had any idea -- or any reason to believe --
that the FEC was examining their activities. Neither NASCAT PAC
nor Mr. Opperman had any opportunity to express their side of the
facts prior to the FEC's determination. Once the FEC made its



:74!VIA?Vt'1
j' on

4ift"Minmtiou. it qlta4 Its "priorities and resources" to deny Mr.
xe Wu 'ftd the opportunity to be heard. Had the ?3

S bdthe 81 gbJIce in this matter, we certainly would
boe called the report to your attention.

Please place this letter prominently in the public record in
UW 3456.

Respectfu y submitted,

onathan W. Cunso
General Counsel 4 /
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FEDERAL ELECTION COMMISSION4111 WASHWCI~. DC JD*3 MAY 24, 1993

Jonathan V. Cunec, General Counsel
National Association of Securities
and COmmercial Law Attorneys PAC
1301 K Street, 3.3.
Last Tower Suite
Washington, DC ZOOSS

RB: RUN 3456
Rational Association of
Securities and Commercial Law
Attorneys PAC (RASCAl WAC) and
vasce 5. ~esmsa, as treasurer,

bear Mr. Cusso;

This lv is response to 1 o~ir Iett~er dated ,1~, 1P93 .reqnes a~sd ~p@S thereceived 0 Ma~ 11. 1993. Ia. for submlliag factual orYubl ic record. We note that the
egal materials to appear on the public record iu this matter has

officially passed. Moreover, although your letter vill be placed
on the public record, it appears to contain a number of
inaccuracies. You aver that you first learned of the Commission's
reason to believe findings in early March. 1993. Eavever, the
Commission notified your clients of its findings on
January 19. 1993. See Attachment 1. Then, on March 1, 1993, your
clients were notifii~that the entire matter was closed, that the
complete file would be placed on the public record within 30 days
and that they should submit any factual or legal materials to
appear on the public record as soon as possible. See Attachment
2. Your letter is the only response submitted on E~5alf of your
clients.

The assertion that the Commission's determination is based
on factual error and that the Commission failed to consider the
Committee's amended reports is unfounded. On the contrary * the
Commission's findings were based largely on the facts outlined by
your clients in their amended reports. See the 1990 Amended July
and October Quarterly Reports filed by tiiiCommittee on
July 16. 1992, and the General Counsel's Report, signed
December 29, 1992. The corrective action taken by the Committee
almost two years after the contributions were inaccurately
reported does not vitiate the 2 U.S.C. S 434 violation.
Furthermore, there is no evidence that the Committee corrected the
2 U.S.C. S 441a(f) violation.

~ ~.. 
~ *7



?b~,s. the Co~issJon's findings yore appropriate and yourclient, vote aotiLied timeig. If~ov bay. any questions pleasecontact MovIe,. 3. Jae, t e st f mser vbo yes assigned tothis matter, *t (202) 2l~.34W.

Sincetoly,

Lavreoce N. Noble
General Counsel

I'
BY: . Lerser

Associate Ge~.rl COunsel

&ttac~ats
1. Rssoin to believe letter to 3e.eomSs~ts, ~*eE l4-932. Cl~iaIey letter to kpoeieats e S~

'0

'0

0

~
2 ~& .~
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FEOSIAL ELECTION C~iMeSseOw

Janaaazy .19, 3993
Vance K. Opperm. !teeuterRatiomal AsosciaUs of Seuritiesand Coumtcial &sw &tt@rno~ PAC (MASCAT PACI1.0 Washington ~eme South
Swi to 2300
Nimm.ap.Iis. 554ft

33: ~ 34k
Deer Mr. Opp5~z

1~o 0. Jeusry 0 ~be ftdsea4 Zoqti~. ~si~jl~ found

'0
1971, a U~ied (th act. ) *swoor, eftetcirematanass of this tter the Commiesiep alotake 30 further action aed closed it. fil, as i~ pWtatas to theCmittee aai~[s. as tteaeurer. ?he ?aotum1~~~

ormed a bseis for the cini.oiosesftaii~ isC) attached for yost 1sf ogmation.
The Counissios reminds you that Section 441a(g) of the Actprovides that no candidate or political coinit~ shallknovinqjy accept any contribution in violation of the Act. And,each treasurer of a political comittee is responsible for thetimely and accurate filing of all reports. 2 U.s.c. S 434 and11 c.r.a. s 104.14(d). You should take imdiate steps toinsure that this activity does not occur in the future.
The tile vill be made public vithin 30 days after thismatter has been closed vith respect to all other respondentsinvolved. You are advised that the confidentiality provisionsof 2 U.s.c. S 437g(a)(lz)(AJ still apply vith respect to allrespondents still involved in this matter.
If you have any questions please contact lloriega K. James,the staff member assigned to this matter at (202) 219-3400.

Sincerely,

Scott I. Th~s
Chal man ATTA~NMEI
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FEDERAL ELECTION COMMISSION
~s..i~.ro' 0 C

March 1, l~93

Vance K. Oppermen, ?reesurer
National Association of Securities
and C@mrcial Lay Attorneys PAC (NASCAT PAC)
100 Washington Awsme South
Suite 22S0
Minnep.lis, 15 5541

35: N 3456

Dear Er. Opperin:

~W* i# te 4v&ea jos that this Patter $s aa~v *loee. The
~ at * u~e.c. s 43!(a4l*~, a~oaer
~ thiS COuld occur at any tim Lellovingthe C 5510.0 VetS. If you vish OSttiflCtjO~ oflegal materials to appear on the public record, pI.aee~ e ass~ as peesible. Uhile the Lii. may be placud on the publicrecord before receiving your additional materials, nypermissible submissions viii be added to the public record upon
receipt.

If you have any questions, please contact at (202)
219-3400.

Sincerely,

Noriega E. James
Pacalegal

ATIACNMEm 2~
OF

~


