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THE CONSUMER IMPOSTORS:
A REPORT TO THE PUBLIC

"You need to have credibility. And that means when you pick people to join your coalition make sure
they're credible and if they ‘re not credible keep 'em away. In a tort reform battle, if State Farm — I
think they're here, Nationwide — is the leader of the coalition, you're not gonna pass the bill. It is not
credible. Okay?”

Neil Cohen, Grassroots Consultant to American Tort Reform Association,
in a speech at Colony Beach Resort Hotel, Sarasota Florida, February 7, 19941 (Exhibit 1)

Who is really behind Propositions 200, 201 and 202?

If you believe the proponents, it is a unique combination of businesses and consumer
advocates working to improve the economy. But, like so many other political manipulations
California voters have come to expect during political campaigns, the truth is that cash-rich
special interests are once again seeking to further their own self-interest at the expense of
Californians — only this time masquerading in a "consumer” disguise.

An exhaustive investigation of documents from court proceedings, reports filed with the
Fair Political Practices Commission and other confidential sources reveal an elaborate Ponzi
scheme. Political mercenaries, whose histories are fraught with misdealings, fraud and
hypocrisy in which the interests of consumers are ignored or abused for personal gain, have
organized a highly-lucrative campaign guaranteeing themselves hundreds of thousands of
dollars in consulting and signature-gathering contracts from big business and the insurance

industry — principally by merchandising the name of "Voter Revolt,"2 once a non-profit
organization and the state's toughest critic of insurance companies and big business.

Only the Silicon Valley and its big money could pioneer the latest in artificial grassroots
technology: the "virtual consumer group.” The political action committee of the big business
interests, the so-called "Alliance to Revitalize California,” has done just that by buying the
"Voter Revolt” name with $3 million and putting it at the front of its multi-million dollar
campaign to strip consumers of their rights. The Alliance’s own internal memo notes that
using the name "Voter Revolt" will confuse the public about who the true proponents of
their proposals are,3 and thus give the Alliance a far better chance of success at the ballot
box than it would ever stand if the identity of the true sponsors - insurers, business
interests and wealthy individuals who have had more than one brush with the law — were
known to voters.

While the backers of Props 200, 201 and 202 work desperately to project a "consumer” face to
the public, the true sponsors are a consortium of Silicon Valley tycoons, millionaire high

1"Coalition and Ally Development,” Transcript of Presentation by Neal Cohen, APCO
Associates, Grassroots Consultant to the American Tort Reform Association, Public Affairs
Council Conference, Colony Beach Resort, Sarasota Florida, February 7, 1994 (Tape available
upon request.)

2"Voter Revolt to Cut Insurance Rates” operated under the umbrella of Access to Justice
Foundation, a non-profit advice group incorporated by Proposition 103 author Harvey
Rosenfield in 1986.

3The campaign memo is attached as Exhibit 14.




rollers, Wall Street investment firms and the likes of Transamerica Insurance Company, all
operating under the misnomer of “the Alliance to Revitalize California.” Many of these
major donors have engaged in allegedly illegal conduct in the past, for which Propositions
201 and 202 could buy them legal immunity. Proposition 200, the no fault auto insurance, is
the Trojan Horse in an elaborate scheme to sneak Props 201 and 202 by the voters.

Thus far, the Alliance to Revitalize California has spent $10.9 million of big business and
insurance company money to re-write the laws to benefit themselves pursuant to a
blueprint for subverting the judicial branch born and nurtured in their East Coast think-
tanks.

With every public interest and consumer group in the state and nation opposed to
Propositions 200, 201, and 2024, there are indications that the big business backers
themselves have become the targets of a scam by political consultants who promised them
that the name “Voter Revolt” would deliver the vote of the California consumer.

The election fraud has extended to ballot arguments in the voter pamphlet in which the
proponents of Propositions 200, 201 and 202, according to the Los Angles Times, "went far
to find someone with consumer credentials to tout their measure — 1,500 miles, in fact, to
Spencer, Iowa, and the home of Garry DeLoss." As the Times notes, ballot signer De Loss, an
Iowa businessman, was ousted eleven years ago as director of the San Diego-based Ultility
Consumer Action Network (UCAN), for mismanagement, but signed the ballot argument in
favor of the initiatives identifying himself as UCAN's former executive director.>

When UCAN, which opposes all three initiatives, learned that the group’s name was being
misused to mislead voters, the consumer group went to court to ask a Sacramento judge to
remove the consumer group's name from the ballot. To stop the litigation, the Alliance
changed DeLoss’s name to read, "Former Executive Director, California Consumer
Organization.” As the Los Angles Times points out, "In fact, no group with that name
exists." Because "California Consumer Organization” was printed in the voter pamphlet in
capital letters, 12 million voters will be given the fraudulent impression, assiduously
cultivated by the initiative proponents, that a California consumer group supports the
measure, when none do.

The deception perpetuated against the electorate is designed to win the big business and
insurance interests their prize: limiting the right of the consumer to have their day in court.
This report details the election deception behind Propositions 200, 201 and 202.

. #More than 50 public interest groups oppose the initiatives and none support them. Those in

opposition include Consumers Union, Ralph Nader, Consumer Action, NAACP, Congress of
California Seniors, California Public Interest Research Group (CALPIRG), Lincoln
Bondholders Association, Public Citizen, Sierra Club, Center for Pubic Interest Law, California
Nurses Association, California State Council of Service Employees International Union(SEIU),
California Foundation for Independent Living Centers, California League of Conservation
Voters, Southern Christian Leadership Conference, and Utility Consumer Action
Network(UCAN).
5"Dan Morain, "Unseen Side of Voter Guide," Los Angeles Times, February 22, 1996, A3. See
Exhibit 2.
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THE DRAFTERS

The proponents of Propositions 200, 201 and 202 claim they wrote the initiatives themselves.
That is incorrect. The measures are the product of insurance company lobbying groups and
big business-funded East Coast “think tanks” that have for many years advocated
restrictions on the rights of consumers and citizens to seek legal redress under state
consumer-protective “tort laws.” Last year, the work of these organizations leaped to the
fore in Washington: Newt Gingrich’s "Contract With America" contains a laundry list of
their proposals under the misnomer “Common Sense Legal Reforms,” the same title
occasionally used in the past by the promoters of these initiatives.6 See Exhibit 3.

The Manhattan Institute. A primary source of two of the proposed ballot initiatives, the

Manhattan Institute is a conservative think tank,” and one of the leaders of national and
state efforts to restrict tort laws. While the Manhattan Institute purports to be concerned

about the protection of consumers against avaricious lawyers,8 it is funded by a roll call of
some of the largest corporations in the world: State Farm Insurance, Aetna, Chase
Manhattan Bank, CitiCorp, Bristol-Myers Squibb, Exxon, Pfizer, Phillip Morris, Procter &
Gamble, Prudential, RJR Nabisco, Cigna, Dow Chemical, General Electric, Union Carbide,
Metropolitan Life, Safeco, and Traveler’s. Among the four corporate donors listed at the
$50,000 and above level by the Manhattan Institute two are insurers, State Farm Insurance
Company and Aetna. A copy of the donor list is attached as Exhibit 4.

The Institute’s Judicial Studies Program, created in 1986, brought together Michael
Horowitz, Peter Huber and Walter Olsen, a three-some who emerged as the leading critics
of the civil justice system and proponents of “tort reform.”  Horowitz is a long-time

6According to "ABL/Consumer Groups Discuss No Fault,” Independent Insurance Agent and
Brokers of California Weekly Insider, October 3, 1994: "The Coalition for Common Sense Auto
Insurance -- sponsor of a pay-at-the-pump auto insurance proposal-- has joined Voter
Revolt--sponsor of Prop 103--with the intent of filing two initiatives ...IIABC's ABL partners,
are in the process of reviewing the no-fault draft language and recommending language. "
Gingrich's Republican Contract With America legislation is titled, "Common Sense Legal
Reform Act.” It was the ninth of the Contract bills to be brought to the House floor.

70ne of the Institute’s most influential founders was William J. Casey, Ronald Reagan’s
Director of the Central Intelligence Agency. The Institute views itself as being on the
“forefront” of the current “realignment” of business and economic interests over civil

rights, boasting that it has published the work of writers such as Charles Murray, author of
The Bell Curve. In addition to Murray, the Institute has been a principle patron of civil rights
critic Dinesh D’Souza (/lliberal Educarion) and tort reform guru, Peter Huber (Liability: The
Legal Revolution and Its Consequences).

8“Rethinking Contingency Fees,” (1994, Horowitz, O'Connell, Brinkman) which sets forth the

proposal upon which the Alliance attorneys fees initiative is modeled, suggests that

limitations on contingency fees will provide plaintiffs with higher net recoveries and

speedier payments. Peter Passell, “Contingency Fees in Injury Cases Under Attack by Legal

Scholars,”” New York Times, February 11, 1994, p. Al.

90ther works by the three-some include Phantom Risks: Scientific Inference and Law (Peter

Huber, ed. - MIT Press, 1992); The Liability Maze (Robert Litan and Peter Huber, eds. -

Brookings Institute Press, 1991); The Litigation Explosion: What Happened When America

Unleashed the Lawsuit (Walter Olsen -- E.P. Dutton, 1991); Galileo's Revenge: Junk Science in

the Courtroom (Peter Huber - Basic Books, 1991); "Are We Afraid of the Future” (Peter Huber

-- Reader's Digest, 1989); Liability: The Legal Revolution and Its Consequences (Peter Huber

-Basic Books, 1988); New Directions in Liability Law (Walter Olson, ed. -- special issue, Journal
3




advocate of restricting the right of citizens (as opposed to big corporations) to go to court.
He served as General Counsel at the Office of Management and Budget and was chief
consultant for the Reagan Administration’s Tort Policy Working Group, a favorite of Vice
President Quayle’s. He joined the Institute in the late 1980s. (Horowitz left the Institute in
fall of 1994, and now works in the Washington, D.C. office of a similar, corporate-funded
think-tank, the Hudson Institute, where he continues his attack on citizens' legal rights).

While the Manhattan Institute has worked hard to adopt a patina of academic respectability,
its invidious purpose is laid out in a blunt November 1992 fundraising letter to the
Manhattan Institute's corporate and insurance industry sponsors: the abolition of the
present civil justice system through a program of judicial and media manipulation.

The Institute sought funds to hire professors to publish scholarly screeds against the tort
system and mail them to “several thousand judges on a regular basis” in order to encourage
the judiciary’s support for tort law restrictions. The press are also important targets for
Horowitz, who states that the news media can be manipulated just as easily as judges are:

“Journalists need copy, and it’s an established fact that over time they’ll
‘bend’ in the direction in which it flows.”10

Lest there be any doubt about the interests of corporations in funding the Manhattan
Institute’s anti-tort agenda, the fundraising solicitation specifies precisely the pay-off:

"We feel that any funds made available to the Judicial Studies Program
will yield a tremendous return at this point — perhaps the highest 'return
on investment' available in the philanthropic field today." 11

The solicitation letter and the Manhattan Institute mission statement are attached as Exhibit
4,

The Manhattan Institute and Proposition 200. The Institute’s fundraising letter previews
two proposals which have become Proposition 200 and 202 on the March California ballot. It
references, "Mike Horowitz's recent White Paper on auto insurance reform...Co-authored
with Jeffrey O'Connell.” The Institute’s president also touts Horowitz's model for
contingency fee limitations, and, foreshadowing its advocacy role, declares there "will be a
greater stress on applying the ideas that our fellows and other scholars have developed.”

The Manhattan Institute first publicly unveiled Proposition 200 in a March 21, 1993, New
York Times op-ed by Horowitz criticizing a “pay at the pump no fault system,” bitterly

of Academy of Political Science) 1988; Historical Roots of the Liability Crisis (Walter Olson, ed.
-- special issue of Cardozo Law Review, 1989.)

10 The Manhattan Institute, “Judicial Studies Program Mission Statement and Overview,” New
York, N.Y., November, 1992, pp. 2, 4, 6. Exhibit 4.

11William H. Hammett, President of Manhattan Institute, Corporate Solicitation Letter

accompanying “Judicial Studies Program Mission Statement and Overview,” New York, N.Y .,
November, 1992
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opposed by the insurance industry, that business writer and gadfly Andrew Tobias had
begun to promote in a booklet.12 (For more about Tobias and his proposal, see below).

“Bravo, Andy!” Horowitz exclaimed, for the portion of Tobias’ proposal that would
“aboli[sh] all pain-and-suffering claims....” But Horowitz expressed his funders” disinterest
in a pay-at-the-pump insurance delivery system that would have taken insurance out of the
hands of the industry: “Having seen the dreary effects of a judicialized system, Mr. Tobias
would substitute a politicized and bureaucratized one."” 13

Horowitz then recommended his own 1992 “plan, co-drafted with Jeffrey O'Connell, a
University of Virginia Law School professor, co-author of the auto no-fault idea.”

O’Connell, another long-time booster of limits on compensation to auto accident victims, is
considered the “father of no fault,” a proposal for unlimited auto insurance benefits which
he first discussed in a legal publication with Robert Keeton in 1965, only to see it become a
startling and costly failure in state after state. (Since 1979, five states have repealed their no
fault laws, and no state has adopted a no fault system since 1976.) In no fault states,
dramatic rate hikes and other problems have caused intense conflicts between insurers and
angry consumers who want to repeal no fault. According to National Association of
Insurance Commissioners (NAIC) data, in 1994 six of the top ten most expensive auto
insurance states (including D.C.) had no fault systems. On average, premiums in
mandatory no fault states rose 45.6% between 1989 and 1994, a third higher than the average
in liability states (33.7% increase). (By comparison, in California, under insurance reform
Proposition 103, auto rates dropped 4.5% between 1989 and 1994.14)

Californians first met O’Connell in 1988, when he became one of the insurance industry’s
leading spokespeople against Proposition 103 and advocate of Proposition 104, the
insurance industry-sponsored “no fault” initiative defeated by voters by a three to one
margin. Campaign disclosure reports later revealed that O’Connell had received at least
$67,000 from the insurance industry for his assault on Prop 103. The reports are attached as
Exhibit 5.

With the rejection of no fault by California voters in 1988, and the universal collapse across
the nation of the no fault system he had originally espoused, O’Connell was prepared to go
to greater lengths to resuscitate no fault, suggesting even more cumbersome and complex
alternatives.15 The “pure” no fault proposal in which the right to sue was eliminated
completely, along with pain and suffering, was unthinkable even by O’Connell’s standards
when he first proposed no fault. It was the antithesis of the humane program of “socialized
auto insurance” he had originally articulated. But pure no fault became acceptable when it

12 Andrew Tobias, "Auto Insurance Alert!" January, 1993. Tobias widely advertised that the
booklet’s proceeds were to go to a consumer group, whose leader, Bob Hunter, has since
announced his opposition to Prop. 200.

13 Michael Horowitz, "Let Drivers Tailor Auto Insurance,” New York Times, March 21, 1993.

14proposition 103 Enforcement Project, "California's Auto Insurance Premiums Down 4.5%
Under 103, Fifth-Slowest Growing in Nation: No Fault States Up 46% Since 1989," news release,
Los Angeles, Febmary 15, 1996.

15"No-Fault's O'Connell Keeps Trying, Offers A Variation On Choice Plan,” Auto Insurance
Report. Risk Communications. Laguna, Niguel California, March 13, 1995. Also Peter Passell,
“Contingency Fees in Injury Cases Under Attack by Legal Scholars,” New York Times,

Febmary 11, 1994, p. Al.
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federal "Contract With America” legislation which could not garner enough votes for
passage by the Republican-controlled Congress.20

The force behind the federal "Shareholders Limitation Act” and other bills to weaken
federal securities laws is a Washington-based, corporate consortium called Coalition to
Eliminate Abusive Securities Suits (CEASS). The corporate leaders of CEASS are many of
the same Silicon Valley CEOs who have donated to the Alliance and who also have been
defendants in shareholder, class action lawsuits. For instance, Gordon Moore, Chairman of
Intel Corporation, and Scott G. McNealy, Chairman and CEO of Sun Micro Systems Inc., are
featured in CEASS materials as coalition leaders.21

Apparently, another low-profile drafter of Proposition 201 is Congressman Christopher Cox
(R-Newport Beach), himself the subject of a state securities lawsuit stemming from the
failure of First Pension Corp. at the hands of an admitted swindler. Cox is also the author of
similar federal legislation limiting the right of swindled investors to sue for fraud.22 . The
Country Almanac reported that Alliance to Revitalize California Chairman Tom Proulx said:

" Rep. Chris Cox, R-Calif...told him: 'My greatest fear has been that we get
this thing passed at the federal level and achieve nothing because we'll
simply move the problem into state courts.' Mr. Proulx said Mr. Cox and
others convinced him 'it had to be done, and that I could do it.' "=

A former corporate lawyer sued for securities in state court, Cox has a very personal interest
in closing state courthouse doors to victims of swindles. The Chairperson of the Lincoln
Bondholders Association (Victims of Keating), Jeri Mellon, has said Proposition 201 would
do just that. According to Mellon, "The Crooks and Swindlers Act requires that victims of
swindles, like Keating's, would have to post a bond to pay for Keating's legal expenses
before going to state court to recover their losses. None of us, following the financial ruin of
Keating's fraud, could have afforded to do that."24

20 The House Conference Committee Bill of S.240/HR 1058, which succeeded over a
presidential veto, in December 1995, did not have a mandatory "loser pays” requirement like
Proposition 201, nor any requirement that swindled investors had to post a bond to pay for

the loser's legal expenses. Securities Exchange Commission (SEC) Chairman Arthur Levitt
vigorously opposed mandatory "loser pays” provisions in the bill, preventing its passage in
Congress.

21A February 28, 1995 mailing from CEASS to "CEASS Members" includes a photo and quote
from both Moore and McNealy endorsing the federal legislation.

227eff Gerth, "Architect of House Measure to Limit Lawsuits Is Himself the Subject of a Suit,”
New York Times, June 18, 1995.

23Tom Friesen, "Taking on the lawyers,” County Almanac, January 10, 1996.

24" Sratement of Jeri Mellon, Keating Victim, On So-called 'Securities Litigation Act’,”
December 21, 1995
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THE MONEY MEN

The core of the political strategy adopted by the proponents of Propositions 200, 201 and 202
is to portray the initiatives as pro-consumer - or, at worst, the fruits of a so-called
“consumer-business alliance.” '

But “consumers” have nothing to do with the initiatives. According to disclosure statements
filed with the California Secretary of State, the money fueling Propositions 200, 201 and 202
comes from a "Who's Who" of Corporate America, ranging from corporate consultant and
business writer Andrew Tobias to takeover artist Henry Kravis; from Wall Street investment
firms to dozens of Silicon Valley CEOs, including corporate wrongdoers who have had one
or more brushes with the civil justice system -- and have been forced by the law to pay
people they have ripped-off. (See Exhibit 6 for the full list of contributors.)

The three initiatives represent a new phenomenon in our democracy: wealthy individuals
usurping the prerogative of the Legislature to buy changes in laws that they don’t like.

Andrew Tobias

Tobias, a Florida-based business consultant, sits on the Board of the Alliance, and is one of
the most active of the proponents of the measures. A software mogul, Tobias understands
the concept of franchising a name that has been employed by the proponents in an attempt
to portray themselves as pro-consumer: he made a fortune from the use of his name in
connection with “Managing Your Money,” a home checkbook accounting program.

Tobias has since 1986 made millions from his computer software program, "though neither
Mr. Tobias nor MECA [Micro Education Corp. of American, his software distributor]
officials will disclose the exact terms of their agreement,"” according to the Wall Street
Journal.Z5 The Journal estimated Tobias makes between $4 and $8 in royalty on every
software program sold. In 1986, Tobias was described by the Wall Street Journal as having a
"seven figure net worth and annual income well into six figures. 2

Tobias is also a prolific financial writer and business consultant who has long championed
anti-consumer proposals to restrict civil rights, including a plan to impose a “no fault”

system for victims of medical negligence.2’

25Robert Rose, "Writer Andrew Tobias Gives Personal Finance A Very Personal Slant,” Wall
Street Journal, June 10, 1986.

26Robert Rose, "Writer Andrew Tobias Gives Personal Finance A Very Personal Slant,” Wall
Street Journal, June 10, 1986.

27Treating Malpractice: Report of the Twentieth Century Fund Task Force on Medical
Malpractice Insurance, Priority Press Publications (1986). In his Background Paper for the
task force, Tobias argued that the legal system, not unregulated insurance company rates and
practices, was responsible for the “malpractice crisis.” His argument was subsequently
debunked by most independent studies. Consumer Reports concluded, " The malpractice
lawsuit crisis is the ‘crisis’ that isn't...a straw man” ("Malpractice: A Straw Man,” Consumer
Reports Vol.57 , No.7 July, 1992) Co-Author of the Harvard Medical Malpractice Study Paul
Weiler said, " Our data makes clear, then, that the focus of legislative concern should be that
he malpractice system is too inaccessible, rather than too accessible, to the victims of
negligent medical treatment.” Paul C. Weiler, et al., A measure of Malpractice: Medical
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taking on the wrong-headed, Mr. Tobias has chosen to join one of several profit-stake
interests in the mix -- the insurance industry. That industry unsurprisingly tends to favor
high premiums and low claim pay-outs."?

State Farming

While helping to fund the California initiative, Tobias worked hand in hand with the
nation’s largest insurer, State Farm, to pass a nearly identical no fault proposal in Hawaii,
where beleaguered motorists pay the highest premiums in the nation, thanks to no fault.

TOBIAS: 1 paid for this trip all by myself - 60,000 frequent flyer miles and I'm paying
for the hotel and I'm about three hundred thousand dollars into this project - uh- paying,
not getting- uh - in California where we're trying hard to fix the auto insurance
system....

CyALLER: If he wants to see the United States do away with no-fault as a rule, then-then
he certainly will be working along the same lines as State Farm....

REES: Our guest is Mr. Andrew Tobias...I should tell you in the interest of full
disclosure that he was invited to Hawaii by Milton Holt [pro-insurer Hawatian
legislator] ...that he was steered in our direction-uh-by the p.r. company that handles-uh-
that State Farm Insurance Company. Soit’s, it’s never simple.

TOBIAS: There’s always some complexity to it.

-~ KGU AM-76 , Honolulu
"Inside Politics”
June 26, 1995

A 1995 legislative campaign by insurers in Hawaii for a "pure” no fault auto insurance
systemn revealed that Tobias was working closely with the industry giant State Farm to
impose a pure no fault insurance auto system.

Tobias, for instance, teamed with State Farm in a full page June 1995 advertisement in the
Honolulu Advertiser for the Hawaiian no fault legislation, which replicates Prop 200 (only
with more generous basic benefits - $250,000 vs. Prop. 200's meager $50,000).

The State Farm-financed advertisement by Tobias (Exhibit 7) identifies Tobias as, "Financial
Writer, Software author, and Consumer Advocate.” If State Farm's latter descriptor were
true, Tobias would be the would be the highest paid consumer advocate in history and the
only known multi-millionaire to hold the honor.

Bullying Letters & Attack Ads

With every consumer group in the state opposed to Propositions 200, 201, and 202, Tobias
has orchestrated a bullying letter writing campaign to consumer advocates across California
threatening them with retribution for opposing his proposals. '

One such letter warned Rosemary Shahan, founder of Consumers for Auto Reliability and
Safety, to withdraw her opposition: "Keep in mind that we...will be very aggressive in

29Bob Fellmeth, Children's Advocacy Institute, Letter to Editor, University of San Diego Vista,
February 9, 1996 Enclosed in Exhibit 9.
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taking on our opponents...we do intend to put the individual signatories on the spot.” The
letter and a response by Harvey Rosenfield is attached as Exhibit 8.

Tobias also spent his money on a full page advertisement in the University of San Diego
student newspapers attacking long-time children's advocate and law professor Bob Fellmeth
as "anti-child" for opposing Proposition 200.

Fellmeth responded to Tobias's ad in a letter to the editor, "I have declined
to support his initiative, joining Ralph Nader and most consumer groups
which have studied it, including the largest: Consumers Union of the
United States. Nor do other child advocates generally support it. His
approach has been to threaten to attack me personally if I did not issue a
public statement supporting his position and disavowing various criticisms
of him. And he vowed to issue his attack through paid ads in my
hometown. Mr. Tobias has the spoiled personae of the rich kid who says:
'you better do as I say, or I'll tell your mother you hit me." Such an approach
is rarely persuasive over the age of ten.”

The ad and Professor Fellmeth's response are attached as Exhibit 9.
Paid Volunteer

While Tobias has talked on end about "volunteering” his time for Propositions 200, 201 202,
campaign disclosure reports show that he was paid for his speaking services on behalf of
the Alliance by financial services firms. According to campaign disclosure reports, Tobias's
"Speaking services donated to ARC, resulting in payment,” totaled $22,500 from two
financial services firms. The report is attached as Exhibit 10.

What's the stake of these financial planners in the outcome of Propositions 200, 201 and 202?
Tobias won't answer. Indeed, Tobias stands to gain handsomely through his association
with the high-tech computer executives funding the initiatives. They hold his future
personal fortune, millions of dollars in royalties from his computer software, in their hands;
and eliminating all lawsuits against such companies, legitimate or not, would certainly be a
profitable payoff on a California investment for which Tobias estimates he has
"volunteered” $700,000 of his own money.® But this boast is not reflected in campaign
spending reports as is required by law. Between December 1994 and December 1995, they
show that Tobias donated and loaned $87,500 to the Alliance campaign.

If Tobias has no qualms about Prop 200 eliminating pain and suffering compensation in all
California car accidents and capping benefits paid to all innocent accident victims, crippled
or not, at $50,000, it is probably because Andrew Tobias has known little pain and suffering
himself. Tobias, a millionaire, has enough money in the bank to cover such contingencies.
The crippled middle class driver would have to go on welfare in such a scenario under Prop
200. ‘

Tobias lives in Florida and would be subject to none of the laws he proposes.

30L ouise Witt, "Auto Pilot,” Bloomberg Personal, January 1996.
11




Thomas Proulx -- Silicon Jet Setter

Joining the company of Ron Unz and Steve Forbes, Tom Proulx is the latest of the Silicon
Valley rich whiz kids, or "gold plated nerds,” as Time Magazine recently described them, to
join the political scene with a sack of money, and no expertise, for the benefit of his
millionaire class. As Chair of the Alliance to Revitalize California, Proulx is spearheading
the triple-initiative assault on consumer rights.

A resident of Atherton, California, Proulx made his fortune as the writer of “Quicken,” a
software program that allows users to balance their checkbooks and keep track of their
finances. The program, similar to Tobias's Managing Your Money, made Proulx a multi-
millionaire in mid-life with the time to launch his campaign to foreclose justice for all but
the rich.

The company Proulx co-founded, Intuit, becarmne a $1.5 billion dollar enterprise. Proulx is no
longer with the company, but still holds its stock.

Intuit was in the news in March of 1995 when users discovered that one of its tax
preparation programs had a bug in it that led to errors on tax returns. According to the
Sacramento Bee, "the bugs in TurboTax and MacIntax -- the industry's best selling tax
programs -- have led to wrong entries involving depreciation of cars and real estate, self-
employed taxpayers and IRA contributions.” 31

Under Propositions 201 and 202, investors who lost out due a faulty product, even if the
company had known about the defect earlier but failed to disclose it for financial reasons,
would not be able to pursue redress against the company or any insider traders.

Proulx made the San Jose Mercury's Insider Trading section, "a regular report of stock
transactions involving officers, directors, and owners of 10 percent or more of a publicly
held company,” four times in 1993 -1994, with large trades between March 1993 and mid-
February 1994. Proulx sold tens of thousands of his shares in February 1994, when Intuit's
stock reached a high during the period of more than $47 per share, before the stock

subsequently plummeted to $30 per share by early April of 1994. 32

. Between December 1994 and March 9, 1996, Proulx contributed $110,000 to the
Alliance to Revitalize California initiative campaign.

. Proulx also guaranteed $1.65 million in loans from J.P. Morgan Services to the
Alliance, raising the question of who Proulx expects to repay the loans. The question Proulx
has never answered is whether the auto insurance industry, which has a powerful interest
in Proposition 200, will repay those loans after the outcome of the initiative campaign.

The Fair Political Practice Commission report is attached as Exhibit 11.

31Sacramento Bee, "Intuit Warns of Software Bugs.”

32 "INSIDER TRADING, a regular report of stock transactlons involving officers, dxrectors and
owners of 10 percent or more of a publicly held company,” San Jose Mercury News, April 9,
1994; December 31,1993; September 23, 1993; April 26,1993
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a lawsuit for "infliction of emotional distress...over a television [campaign] ad that portrays
him in a negative light." Shugart told the news service, "I'm not against all lawsuits, I'm

only against frivolous lawsuits — those filed by greedy people."7

Shugart and his company have been sued three separate times for violation of securities
laws.38 In the first of the cases against Shugart, shareholders alleged that the CEO, who is
paid $1.9 million annually, artificially inflated stock and then engaged in insider trading
before the stock collapsed, leaving Shugart and insiders with a windfall and with other
shareholders holding the bag.

Frivolous Lawsuit?

One of the allegations in the case is that Seagate, under Shugart's direction, artificially
inflated its revenues and earnings at the end of fiscal quarters by shipping disk drives to off-
site warehouses or parking lots for storage until they could be shipped to a customer in
response to orders in the subsequent quarter. The company, according to allegations,
recognized revenue upon shipment, and thus Seagate booked revenue before it should have

and artificially drove up the price of stock for that quarter.3?

Truck drivers George Armour and Peter Page, in declarations, reported that at the fiscal
quarters' end they were hired to ship disk drives from the factory to another warehouse,
purportedly to record sales that had not yet taken place.#0 The declarations are attached as
Exhibit 13.

The shareholders allege that before insiders dumped their stock at artificially high prices,
Shugart and others "caused or permitted Seagate to issue a series of favorable public
statements in annual and quarterly reports to shareholders...which were materially false and
misleading and operated to inflated artificially the market price of Seagate common

stock."41

According to the suit, I"during the period that the defendants were issuing the false
favorable statements about Seagate,” Shugart and others, "owned at artificially inflated
market prices as high as $34.25 per share, reaping huge profits for themselves and obtaining

37Scripps-Mclatchy News Service, "Critic of Frivolons Lawsuits Sues Foes over Negative TV
Ad,” San Francisco Chronicle, February 26, 1996.

3%Inre Seagate Technologies Securities Litigation, United States District Court, N orthern
District of California, San Jose Division, Master File No. C-84-20756(A)-WAI

39, In re Seagate Technologies Securities Litigation, United States District Court, Northern
Distxict of California, San Jose Division, Master File No. C-84-20756(A)-WAI Consolidated
Amended Complaint For Violations, pp 2-4, 9, declarations of George Armour & Peter Page.
Attorney for plaintiffs William Lerach.

40 In re Seagate Technologies Secunues Litigation, United States District Court, Northern
District of California, San Jose Division, Master File No. C-84-20756(A)-WAI Declarations of
truck drivers George Armour and Peter Page, attached as Exhibit 13.

41 In re Seagate Technologies Securities Litigation, United States District Court, Northem
District of California, San Jose Division, Master File No. C-84-20756(A)-WAI Consolidated
Amended Complaint For Violations, p. 2.
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For instance, the Cupertino-based Symantec donated $200,000 to the Alliance’s campaign.
Symantec and it's former chairman Gordon Eubanks were sued for securities fraud when
insiders sold $97 million in their stock before its price collapsed from $50 to $7. Investors
recovered $18.6 million in class action suits. (Eubanks was indicted for stealing trade
secrets.)

Among the Silicon Valley CEOs and companies who have fueled the Alliance’s campaign is
Gordon Moore, Chairman of Intel Corporation ($650,000 ). During 1993 - 1995, Intel violated
SEC rules regarding insider stock trading. Intel has been sued for securities and consumer
fraud in class action suits and recently ran into problems with its processing chip, which

proved defective.4>

Mike Markkula, former chairman of Apple Computers donated $111,562.50 in Apple stock
to the Alliance campaign during December of 1995. Markkula stepped down to the post of
vice chairman on February 3rd in a suspicious shake up at Apple that removed the
company's president. According to the New York Times, because of the company's failure to
disclose the changes in a timely way, many Apple investors were left "trading in the dark."#6

The Times reported, "Many corporate lawyers said ...that they found it surprising and
worrisome that Apples's shares changed hands all day in Nasdq trading without the
company's confirming or denying - or commenting at all on --published reports that the
company's chief executive had been dismissed...Nasdq rules require any listed company to
make 'prompt disclosure’ of 'any material information that may affect the value of its
securities or influence investors' decisions.' But Apple did not release any clarifying
information."¥’ ‘

Propositions 201 and 202 would relieve Markkula and Apple of their concern for
shareholder suits in such instances.

Just a few of the other high-tech companies and CEOs sued for securities fraud who are
seeking to rewrite California securities laws include:

. Advanced Micro Devices, which donated $125,000 to the Alliance, has been sued by
shareholders for suspected fraud and settled for $34 million. The Securities Exchange
Commission is investigating the company following disclosures uncovered during the

shareholders suit. 48

. Sun Microsystems Inc. has donated $50,000 to the Alliance campaign. The company

45Citizens Against Phony Initiatives, January 1996 release. National Association of
Securities and Commercial Law Attorneys (NASCAT) 1996 report, "Who is supporting the
initiatives to keep ordinary people out of court?"
46Diana B. Henriques, ""Prompt Disclosure and Apple: Is Silence Golden? "New York Times,
February 3, 1996 p.20
4T1bid.
48 Citizens Against Phony Initiatives, January 1996 release. National Association of Securities
and Commercial Law Attorneys (NASCAT) 1996 report, "Who is supporting the initiatives to
keep ordinary people out of court?” Alliance to Revitalize California campaign disclosure
filing with California Secretary of State.
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was sued by stockholders for suspected insider trading and paid over $19 million to alleged
victims. The terms of the settlement included forcing Sun to change its internal insider

trading policy. 4°

. Informix Software has also contributed $50,000 to the campaigns for Propositions 200,
201 and 202. The company paid $10 million to settle a case brought by its shareholders for

suspected insider trading.30

. Scott Cook, Chairman of Intuit, who has contributed $50,000 to the Alliance, violated
SEC rules regarding reporting of insider stock trading during 1993 - 1995. Intuit has been
sued by its shareholders for a suspected breach of duty during merger negotiations that the
San Jose Mercury News headlined " a deal [that] leaves consumers out.” The company has
also been sued its by employees for suspected civil rights violations and sexual harassment,
as well as by the Department of Justice, who stated that a proposed merger would have led

to "higher prices for consumers.">!

Accountants for Charles Keating's Lincoln Savings and Loan, who paid out to swindled
victims of Keating's fraud, have also fueled the Alliance campaign. (23,000 Keating
victims recovered a total of $240 million in class action lawsuits against Keating's
accountants and lawyers.) These accountants would effectively escape liability for aiding
and abetting swindlers under the draconian burdens placed on swindled, small investors by
Propositions 201 and 202.

. Arthur Anderson, one of the Big Six accounting firms and auditors for Charles
Keating's savings & loan, contributed $25,000 to the Alliance campaign. In 1993, Arthur
Andersen paid $17 million to Keating victims for its negligent audits of Keating's Lincoln
Savings & Loan Association. Arthur Andersen also paid $65 million to settle claims for its

audits of the failed Benjamin Franklin Savings and Loan.?2

. Arthur Anderson also agreed to pay between $22 million and $30 million to settle
class action suits brought by defrauded purchasers of worthless subordinated debentures

issued by Charles Keating's American Continental Corporation.33

Other Big Six accounting firms, who paid out to defrauded victims in the S&L crisis, have
also contributed to the campaigns for Propositions 200, 201 and 202.

. KPMG Peat Marwick of New York contributed $25,000 to the Alliance. In 1992,
federal regulators sued KPMG Peat Marwick for $100 million in damages resulting from
allegedly negligent audits of failed S&Ls. KPMG Peat Marwick also accepted liability for
more than half of an $82 million out-of-court settlement of charges that KPMG and others

49 Citizens Against Phony Initiatives, January 1996 release. National Association of Securities
and Commercial Law Attorneys (NASCAT) 1996 report, "Who is supporting the initiatives to
keep ordinary people out of court?”
S0bid.
311bid.
52New York Times, August 6, 1993.
53 Wall Street Journal, March 17, 1992. Washington Post, March 17, 1992.
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engaged in accounting malpractice and securities fraud. KPMG was the auditor to Crazy
Eddie, who defrauded stockholders in an infamous New York scandal.>4

. Coopers and Lybrand also contributed $25,000 to the Alliance campaign. Coopers &
Lybrand agreed to pay $20 million to the FDIC to settle charges arising from its allegedly
deficient audits of Silverado Banking, one of the more notorious thrift collapses of the

1980's (costing taxpayers over $100 million).55

. Investors pursued class actions against Coopers & Lybrand alleging accounting
malpractice in connection with the most visible high-tech scandal ever, the Miniscribe Corp.
securities swindle. In the scandal, boxes of bricks were shipped and booked as "sales" of
hard drives. An investigation revealed "massive fraud.” Payment to settle claims amounted

to at least $140 million.56

The average financial contribution to the Alliance, mostly from such interests, was
$22,445.65 during 1995 - hardly a grassroots consumer effort.

Forbes Inc., run by New Yorker Steve Forbes, an ex-presidential candidate and businessman
whose publication has long been associated with efforts to restrict tort laws, also gave
$10,000.

Another New York investor, Bob Wilson, contributed $100,000. All no-doubt hope that
weakened securities laws in California will fuel the high-risk, high-yield gains that were are
the very heart of the S&L crisis, for which the taxpayers paid dearly.

What are these insurance and corporate interests expecting in return for the $10.9 million
they contributed between January 1995 and March 9, 1996? 1Is it to rewrite the laws under
which they have been or may be held accountable? Unfortunately, the special interests are
never asked this question because of the "consumer” cover the moneyed groups have
bought.

Where is the Insurance Industry?

While Propositions 201 and 202 have attracted significant investments from big business,
which can expect a payoff in the eradication of legitimate lawsuits against them, Prop 200,
the no-fault initiative, has not attracted the kind of insurance company money that would be
expected from the industry. No fault is the insurance industry’s number one priority;
insurers spent over $60 million in an unsuccessful effort to pass a no fault initiative in 1988
in California and millions more promoting no fault legislation in Sacramento, including a

bill this year identical to Prop. 200 in its approach.57

54wall Street Journal September 1, 1992. Wall Street Jounal August 12, 1993.
55 New York Times, July 4, 1994.
56wall Street Journal, May 14, 1992; November 24, 1992; November 3, 1993.

57For instance, Assembly Bill 607 (Brulte R-Rancho Cucamonga) is the legislative clone of
Prop 200, a "pure” no fault auto insurance system, and is sponsored by the leading insurance
industry trade groups, the Personal Insurance Federation (PIF) and the Association of
California Insurance Companies (ACIC).
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Transamerica, a California insurer, donated $50,000 in 1995, confirming the insurance
industry's financial backing for these initiatives and disproving claims by proponents that
no insurance money has been contributed. Fidelity National Title Insurance Company also
contributed $25,000. However, most insurers have stayed away from the battle so far.

The reason is an example of cynical politics: the industry and the sponsors of the initiatives
know that insurance industry support for the initiative would be the kiss of death, not just
for Prop. 200, but for all three.

The San Francisco Chronicle quoted one industry source on the matter, "We learned a bitter
lesson in 1988,’ said Jerry Davies of the Personal Insurance Federation.” The Chronicle
points out that, "insurance companies...favor state legislation that is almost identical to

Proposition 200."58

The business groups supporting the initiatives consider it well worth the cost to put Prop.
200 on the ballot, if by doingso, the more obviously self-interested Propositions 201 and 202
will slip past the voters.

Indeed, advocates of such assaults on the tort law have articulated the strategy employed by
the Alliance on many occasions, albeit in private. According to a clandestine tape recording
of a conference of tort deform advocates in Sarasota Florida in 1994, the American Tort
Reform Association's (ATRA) grassroots consultant, Neil Cohen, gave the same advice:

"You need to have credibility and that means when you pick people to join your
coalition, make sure they're credible. And if they're not, keep 'em away. In a tort
reform battle, if State Farm...Nationwide, is the leader of the coalition, you're not
going to pass the bill. Because it's so self-serving; everybody knows that insurance
companies would be one beneficiary. That's why the clients came to me and said we
got to pull away from this.">?

Is the price of auto insurance in California a problem for the billionaires behind the
Alliance? Obviously not. The financial community’s interest in bankrolling the package is
obviously the immunity Proposition 201 would provide against all securities lawsuits from
shareholders, legitimate or not.

Wall Street and high-tech executives are backing "no fault” Proposition 200 because keeping
the industry out and covering the costs themselves is a pittance for them, but greatly
increases the chances that Propositions 201 and 202 will be approved by the voters.

However, the rich didn’t get rich by giving away their money, as the cliche goes. Over $3.3
million of the money received by the Alliance is in loans -- a staggeringly high
percentage of the total recelpts. The financial question hangmg over the Alliance to

" Revitalize California’s campaign, which it will not answer, is whether insurance companies

will step in just before the election —~ when it will be too late to notify the public — or even

58Reynolds Holding, "A Second-Stab at No-Fault Insurance,” San Francisco Chronicle,
Tuesday, March 12, 1996.

39Coalition and Ally Development,” Transcript of Presentation by Neal Cohen, APCO
Associates, Grassroots Consultant to the American Tort Reform Association, Public Affairs
Council Conference, Colony Beach Resort, Sarasota Florida, February 7, 1994
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following the election, to repay the $3.3 million in loans secured by the campaign’s high-tech
money men.

Arranging such a back-door bail out by insurers Would, of course, be illegal. But, if it occurs,
it is unlikely the public will ever know how it was arranged.
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THE FRONT GUYS

Perhaps the most deceptive aspect of the Alliance initiatives is the effort of its backers to
~ cloak themselves in the garb of consumer advocates. This has been accomplished by the

Alliance to Revitalize California’s hiring of individuals who identify themselves by
reference to previous, limited associations with consumer advocates Ralph Nader and
Harvey Rosenfield and projects they have initiated.

In fact, the chairman of the Alliance campaign, Tom Proulx, notes in a confidential
November 15, 1995 campaign memo that, "If voters believe that consumer groups are
affiliated with both sides of the battle, the prospects for adoption of no-fault insurance are
very favorable...This observation underscores the critical importance of Voter Revolt being
put forward as an equal partner in the fight for no fault and other initiatives.” The memo is
attached as Exhibit 14.

Every legitimate consumer organization in the state opposes the Alliance to Revitalize
California initiatives. Then why do the Alliance’s political consultants and sponsors so
assiduously insist that their initiatives have the support of consumer advocates? Because
they believe that the only way to convince voters to vote for Propositions 200, 201 and 202 is
to make them believe the initiatives are backed by legitimate consumer groups.

The Alliance is well aware that these special interest initiatives are unlikely to pass if voters
understand who is behind them. California voters have rejected very similar initiatives in
the past (Proposition 101 — limits on compensation for pain and suffering sponsored by the
insurance industry in 1988; Proposition 104 —~ no fault, sponsored by the insurance industry
in 1988; Proposition 106 — limits on plaintiff lawyers’ fees sponsored by the insurance and
business communities in 1988). Indeed, history shows that initiatives funded by any big
business, such as tobacco’s Proposition 188 in 1994, do not obtain voter approval. California
voters traditionally vote against initiatives sponsored by special interest groups, no matter
how well disguised.

This is the motivation for the extraordinary effort by the special interests supporting Props
200, 201, and 202 to seek “consumer cover.”

The merchandising of Voter Revolt — the campaign organization Ralph Nader and Harvey
Rosenfield formed to sponsor Prop. 103 in 198760 — by consultants, fundraisers, and other
operatives Rosenfield had hired to assist the campaign was intended to provide the
initiative’s potential sponsors (including the insurance industry) with a deceptive front for
the anti-consumer proposals. They clearly hoped that the group’s association with Nader,
Rosenfield and the passage of Proposition 103 would legitimize their initiatives in the eyes
of the public.

At the head of this deception are Bill Zimmerman and Michael Johnson. Who are they?

60 Voter Revolt To Cut Insurance Rates operated under the umbrella of the Access to Justice
Foundation, a non-profit advocacy group Rosenfield incorporated in 1986.
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Bill Zimmerman

"I am looking for new partners in politics," is how Bill Zimmerman, a self-described liberal
political consultant who previously ran campaigns for many progressive causes, described
his current work on behalf of big business and the insurance industry in a meeting with
Republicans in the San Gabriel Valley.6!

Zimmerman refers to himself as the Alliance's campaign manager. But Zimmerman also
attempts to cloak himself in the garb of Voter Revolt. He routinely refers to himself as
Voter Revolt’s “Political Director.” Once again, however, the use of the Voter Revolt name
is a deception. Zimmerman is not employed by Voter Revolt, and has no official tie to it.

In fact, Zimmerman is employed by the Alliance, and well paid for his work. He is retained
at his customary fee of $15,000 per month and 15% commission on all media purchases.52
Zimmerman has received $531,989 directly from the Alliance to Revitalize California
between January 1995 and March 9, 1996, according to campaign disclosure reports. He
also has another $95,000 in "accrued"” bills not yet paid and may receive unknown payments
from Progressive Campaigns, another political consulting firm which uses the name Voter
Revolt for its fund-raising and signature gathering activities (see below).

Political consultants are not hard to find. To understand how Bill Zimmerman snagged his
present job requires an understanding of his career as a political operative associated with
liberal politicians and causes.

Zimmerman got his start running Tom Hayden’s Senate campaign in 1976. He later worked
in Hayden’s Campaign for Economic Democracy organization. He subsequently helped
elect a number of Democratic politicians across the country, including Harold Washington,
the mayor of Chicago, and presidential candidate Gary Hart.63 Zimmerman worked for
Rose Bird in her unsuccessful effort to retain the position of Chief Justice. Bird, critical of
Zimmerman's contact with the press, fired Zimmerman as her campaign manager but
allowed him to remain on board as a consultant. Zimmerman, after the election, sought to
absolve himself of blame and attacked Bird in an op-ed piece for the L.A. Times entitled
"The Campaign That Couldn't Win: When Rose Bird Ran Her Own Defeat."4

Zimmerman was a mid-level political consultant when Harvey Rosenfield interviewed him
for the job in 1987 during the process of planning an initiative campaign for insurance
reform. Rosenfield retained Zimmerman and his firm, signing his standard consulting
contract for $50,000 in advance, $15,000 per month, and 15% of the media buy, contingent
upon advertising funds being available to pay him. Unfortunately for Zimmerman, Voter

61 Mike Sprague, "Tort -reform author explains position,” San Gabriel Valley Daily Tribune,
November 18, 1995.
62Reports last fall suggested he had been displaced in some or all of these responsibilities by
Republican consultant Ken Kachigian, the Alliance’s campaign director and political
consultant.
63 Cogan, pp. 12,13.
64Bill Zimmerman, "The Campaign That Couldn't Win: When Rose Bird Ran Her Own Defeat,”
Los Angeles Times, November 9, 1986.
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Revolt never raised sufficient funds to purchase advertising and Zimmerman received little
compensation for his work on the 103 campaign.

“Bill came to us as someone who cared about the values of politicians he elected. He did an
excellent job as a political consultant and fund-raiser for us,” says Harvey Rosenfield now.
“But it quickly became clear that financial concerns drove Bill as much as anything else.
Over the years, I tried to give Bill a greater role in Voter Revolt and to permit him to earn
some money if there was a way we could pay him. But his financial needs led to a number
of serious blunders and ultimately his financial failures bankrupted the organization. In
retrospect, it seems clear that had we been able to compensate Bill, he would not have
needed to switch sides and join the Alliance.”

Solicited Trial Lawyers' Anti-No Fault Contract

In 1991, Zimmerman solicited the California Trial Lawyers Association to manage a
campaign to defeat the very no fault auto insurance proposals he now sponsors, according
to a private October 1991 fundraising proposal written by Zimmerman.

"The defeat of no fault, in the Legislature and on the ballot, requires substantial consumer
involvement,” Zimmerman wrote. "If consumer involvement in opposition to no-fault is
important, I am able to play a unique role in managing it.” Zimmerman's pitch, in which he
tries to parlay Rosenfield's name as his link to consumers, is attached as Exhibit 15.

As always, Zimmerman requested the standard political consulting fees. "As a rough yard
stick,” Zimmerman wrote to the California Trial Lawyers Association,” if one half of my
total time were required, we would bill at $9,000 to $14,000 per month (depending on media
commissions)....We would also expect to be involved in the paid media (advertising) work
done for the campaign...this work entails a 15% commission on air time and print space
purchases.”

Zimmerman's offer was rejected, but he was hired briefly by the Los Angeles Trial Lawyers
Association as a consultant for a No on No-Fault campaign.

~ Proposed Constitutional Amendment Against Regulation of Attorneys' Fees

Zimmerman also proposed to the California Trial Lawyers Association a "Pro-Active
Strategy"” to beat no-fault.

In an August 19, 1991 fundrasing proposal, Zimmerman recommended to the leaders of the
California Trial Lawyers Association "a constitutional amendment to protect the tort
system...for use against a no-fault initiative...[and] the basis for countering an attempt by
the industry to regulate attorney fees.” Of course, Zimmerman would head the campaign at
his usual take. The proposal is attached in Exhibit 16.

Zimmerman now heads the very industry campaigns he proposed preempting by

constitutional amendment: Prop 200, the no-fault auto insurance initiative, and Proposition
202, limits on contingency fee attorneys.

23




Phone Fraud in Voter Revolt's Name

In 1992, Zimmerman approached Voter Revolt Chair Harvey Rosenfield with a proposed
fundraising scheme in which citizens would subscribe to a “Voter Revolt Long Distance
Telephone Service,” with Zimmerman and Voter Revolt each splitting a percentage of the
revenues that resulted. This long distance telephone service marketing scheme became
embroiled in litigation, with the long distance carrier claiming that the operation was ridden
with consumer fraud —- a practice known as "slamming," the changing of a customers’ long
distance service without their consent or knowledge. Such questionable judgment on behalf
of Zimmerman and his sub-vendors was the subject of bitter battles with Rosenfield, who
finally resigned from Voter Revolt as a result.

Rosenfield had insisted that the proposed arrangement be negotiated at arms length
between Voter Revolt and Zimmerman’s new firm (Phone Funders). Zimmerman also
helped set up a separate company to solicit customers to sign up for the long distance
service, known as Progressive Campaigns. Under the marketing scheme proposed by
Zimmerman, Progressive Campaign canvassers working in Voter Revolt's name
approached customers at supermarkets and solicited their support for Voter Revolt's
purported work on health reform. According to the Phone Funders’ sales brochure,
customers could "support Voter Revolt With Every Long Distance Call You Make ...money
that now goes to the phone company will go to Voter Revolt,” and with the money Voter
Revolt "can work even harder to lower the cost of health care in California.” 6> See Exhibit
17.

Forged Signatures & Misrepresentations in Voter Revolt’s Name

The problem was that Phone Funder's operatives were paid $5 or more for every “sign-up”
they made in Voter Revolt’s name. This was apparently too much of a temptation for the
solicitors — individuals recruited off the street from classified ads in newspapers. According
to court documents filed by the long distance carrier, Telecare, that Zimmerman had hired
to provide the long distance service:

"Many customer authorizations were obtained by Phone Funder's sub-broker
Voter Revolt, through misrepresentations or omissions of material fact, which
induced Customers to sign LOA's [letters of agreement]. Some LOA's
submitted to Telecare by Phone Funders bear forged signatures of the
purported customers. Others have been determined to be executed by minors,
or persons who did not have authority to order a change in long distance
service for Customer's telephone number.... Phone Funders knew, or should
have known that representatives of Voter Revolt were obtaining Customers
through misrepresentations and omissions of material facts. 56

Indeed, tens of thousands of people were duped into signing agreements to change their
telephone service. Unaware that their long distance service had been changed from another
carrier to Phone Funders, most of these customers refused to pay the bills Phone Funders

65Phone Funders Brochure, attached as Exhibit 17.

66Phone Funders, Inc. Vs. Telecare Inc., United State District Court Central District of
California, Case NO. 93-4112-TJH(Sx), Affirmative Defense IV, Factual Allegation 20.
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sent to them, and, realizing that their long distance service had been switched over without
their knowledge, demanded that their original long distance carrier be reinstated.

This effectively bankrupted Telecare, according to court documents in litigation against
Phone Funders (Phone Funders, Inc. Vs. Telecare Inc., United State District Court
Central District of California, Case NO. 93-4112-TJH(Sx)). According to Telecare:

"Telecare's Customer base significantly eroded as soon as these Customers
began to be billed.... Phone Funders knew, or should have known, of the
pattern of fraud perpetuated by representatives of Voter Revolt in its
solicitation and canvassing activities; Phone Funders is therefore liable itself
for the fraud.” ¢7

The Judge in the case agreed:

".... customers were lead to believe that they were signing a form merely
requesting information. Others signed LOA's after being told by Phone
Funders" (sic) agents or sub-brokers that they were contributing money or
seeking information that would 'help the environment’ or aid in other civic
or social causes advanced by a group known as Voter Revolt. Many LOA's
were submitted to Telecare by Phone Funders in the names of customers
who did not speak English..."68

Telecare took a loss of $234,694.00 in revenue for uncollected bills as service was illegally
signed over through fraudulent means. According to the judge’s Findings of Fact in the
litigation, Phone Funders "provided the names of approximately 30,000 new customers to
Telecare.” Two months later, "approximately 3,000 of the original 30,000 customers still had
accounts with Telecare.”

Phone Funders collapsed as well, then initiated a lawsuit against Telecare to get paid
commissions for what Telecare considered fraudulent sales.

In his decision in the case, Judge Terry J. Hatter Jr. sided with Telecare. He found that Phone
Funders had breached its agreement with Telecare because it failed to stop its salespeople
from fraudulent actions like soliciting from minor children and non-native Spanish speakers
who could not possibly understand the fine print of their pamphlet. "The significant
number...demonstrates a pattern of fraudulent practices by Phone Funders." 69 Court
documents are included as Exhibit 17.

Although Voter Revolt’s contract with Phone Funders, negotiated by a law firm under
Rosenfield’s direction, protected Voter Revolt from any liability for the catastrophic results

67Ibid, Fourth Counter Claim XXXIV
68Thid. Memorandum of Contention of Facts & Law, #3.

69Phone Funders, Inc. Vs. Telecare Inc., United State District Court Central District of
California, Case NO. 93-4112-TJH(Sx), Findings of Fact and Conclusions of law, Number 20. In
the case, Phone funders is seeking payment from Telecare, which accuses Phone Funders of

a loss of $234,694.00 in revenue for uncollected bills because service was illegally signed over
through fraudulent means.
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of the scheme, Voter Revolt suffered indirectly. It's door-to-door canvassing arm had in
effect gone “private,” becoming Progressive Campaigns. Progressive Campaigns supplied
the marketers to Zimmerman's Phone Funders scheme (see above), training and supervising
the canvassers who are alleged by the long distance carrier Telecare, in court papers, to have
"supplied Customers to Telecare who did-not expressly approve a change in their long
distance telephone service provider. (In the telecommunications industry, this practice is
called "slamming”.)’0 When the Phone Funders project collapsed, so did Progressive
Campaigns, and Voter Revolt was left with no fundraising options.

Zimmerman Arranges $25,000 Loan from Lawyers

Worse, the President of Progressive Campaigns, Angelo Paparella, had spent money
withheld from his employees’ paychecks for payroll taxes, and was facing serious problems
with the IRS. Zimmerman arranged for Paparella to request a loan from several trial
attorneys Zimmerman had met through his consulting contract with the Los Angeles Trial
Lawyers Association.

In a January 1993 request to the "potential loaners,” Paparella did not mention the Phone
Funders fiasco. He wrote that he sought a $25,000 loan "[bjecause PCI did not conduct a
door to door fundraising operation for Voter Revolt during the summer of '92 but instead
marketed PF [phone funders] for VR on a cost basis.” The letter is attached as Exhibit 18.
Paparella wrote, "PCI engaged in marketing contract with Phone Funders to sign people up
on a long distance affinity program.” Six trial lawyers — two of whom are past presidents of
the California Trial Lawyers Association - made the $25,000 loan to Paparella.

In the meantime, the Phone Funders disaster convinced Rosenfield that Zimmerman was
neither competent nor successful as a fundraiser, and that Voter Revolt — deeply in debt
from previous errors by Zimmerman and Paparella — would either collapse or have to find
new fundraising resources in order to meet the organization’s commitment as a public
interest group to protect consumers’ interest in the implementation of Proposition 103.

But Zimmerman and Paparella were intent upon continuing to raise money in Voter
Revolt’s name, and a bitter dispute between the two and Rosenfield ensued. In a special
meeting of the Board of Directors of the organization on June 10, 1993, Rosenfield told the
Board that the organization had been irreparably injured by the financial mishaps of
Zimmerman and Paparella and that he had decided to resign rather than continue running
an organization which consisted of only one policy advocate - himself. Minutes of Board
Meeting are attached as Exhibit 19.

Later that year, Zimmerman also sought a trial lawyer contract to manage the lawyers’
campaign against a proposed contingency fee limitation initiative sponsored by Barry Keene
and backed by State Farm and Farmers. However, the initiative never made it to the ballot.

70Phone Funders, Inc. Vs. Telecare Inc., United State District Court Central District of
California, Case NO. 93-4112-TJH(Sx),
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Profiting From Non-Profits

Zimmerman's relationship to cause-oriented organizations is relatively unusual in the
political consulting world; throughout his work, Zimmerman has consistently sought to
parlay his association with non-profits into profits for himself.

Zimmerman sought to carve a niche for himself in the non-profit world through his many
projects, including Medical Aid for El Salvador, "which provides supplies and funds for
medical relief in rural El Salvador.” Zimmerman served as President and Chairman of the
board of directors. His telemarketing company, Frontline Campaigns, also received a
lucrative telemarketing contract during 1993 - 1994 equal to one quarter of Medical Aid For
El Salvador's gross receipts that year. Zimmerman's for-profit Frontline Campaigns Inc.
received a $188,313.75 contract from the Medical Aid For El Salvador Board to do their

telemarketing during 1993 - 1994. 71 See Exhibit 20.

But the year after Zimmerman received this telemarketing contract, in 1995, the Medical
Aid for El Salvador Board voted to dissolve the non-profit corporation. According to the
resolution of the board of directors to wind up and dissolve, "The corporation holds as of

April 30, 1995, $18,063 in cash.” 72

Most recently, Zimmerman was a political consultant to the Proposition 186 “single-payer”
health care initiative. Activists for Prop 186 have speculated that Zimmerman's relationship
with his opponent in that campaign, the insurance industry, began during the failed effort,
for which some blame Zimmerman.

The Big Switch

Paparella never repaid the loan from the lawyer and it went into default when it came due
on October 25, 1993, according to court papers filed against Paparella by the lawyers. In
that case, the lawyers who had co-signed the loans to Paparella from First Los Angeles Bank
declared that, "Defendant never had any source of funds to pay back the loan upon
maturity, and the promises he gave to plaintiffs were based on untruths and
unsubstantiated facts, which he knew were false.”

Paparella escaped liability for the loan by entering into bankruptcy. The bankruptcy
documents are attached as Exhibit 21.

Shortly thereafter, Bill Zimmerman approached the insurance industry with the proposal
that it hire Zimmerman to run a no fault initiative campaign — using Voter Revolt’s name.

T1Medical Aid for El Salvador, Periodic Report to Attorney General's Registry of Charitable

Trusts, IRS filing for May 1, 1993 - April 20, 1994. Form 990, Schedule A, Part III, Line 2(d)
PAYMENT FOR SERVICES. "Dissolution and Disposition of Assets of Medical Aid for El Salvador.”
72 "Dissolution and Disposition of Assets of Medical Aid for El Salvador.” Attached in Exhibit

20.
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According to a October 3, 1994 report in the Insurance Agents and Brokers Council (IABC)
newsletter:

"The Coalition for Common Sense Auto Insurance - sponsor of a pay-at-the-
pump auto insurance proposal-- has joined Voter Revolt--sponsor of Prop
103--with the intent of filing two initiatives ...IIABC's ABL partners are in the
process of reviewing the no-fault draft language and recommending
language.” See Exhibit 3.

The Merchandising of the “Voter Revolt” Name

The story of how the organization which, under Rosenfield and Nader, was the insurance
industry’s greatest nemesis in the nation, became its greatest ally is itself a revolting
example of campaign fraud.

Zimmerman's public relations company, Zimmerman and Markman, is one of two profiting
on the elaborate Ponzi scheme using the name of "Voter Revolt," the non-profit organization
founded by Harvey Rosenfield to sponsor his Proposition 103-in 1987, in order to further the
purposes of Voter Revolt's former adversary, the insurance industry. The other is
Progressive Campaigns.

State campaign disclosure reports reveal that Voter Revolt itself is merely a pawn in a
political deception operated by Zimmerman and Progressive Campaigns. Progressive
Campaigns has received $3.18 million in contributions from the Alliance to Revitalize
California between January 1, 1995 and March 9, 1996 (with another $76,775 in "accrued”
bills not yet paid). Employees of Progressive Campaigns ~ recruited off the street by
classified ads — were paid to collect the signatures needed to place the three initiatives on
the ballot, using the name Voter Revolt and often describing Voter Revolt as the
organization founded by Ralph Nader and Harvey Rosenfield.

Subsequently, in an effort to describe their initiatives as grassroots-funded, the Alliance has

stated that Voter Revolt obtained $120,652 in donations from the general public.” But
campaign records reveal that Progressive Campaigns employees are the ones soliciting
donations in Voter Revolt’s name. And, the records show, Progressive has been paid
$546,895 by the Alliance since last October — well after the signature gathering period
ended.

In effect, the Alliance has paid Progressive $4.53 for every $1 it has collected from members
of the public who are deceived to believe that the inijtiatives are pro-consumer because the
organization supporting it is a consumer group. A chart detailing the scheme and the
payments are attached as Exhibit 22.

And Progressive Campaigns employees - who work on a commission of 50% of what they
collect from the public — are the “Voter Revolt activists” who appear at Alliance press
conferences and who stage demonstrations in an effort to give the campaign a grassroots
appearance.

73"Financial reports Show Broad Grassroots Support for Legal Reform,” Alliance to Revitalize
California press release, January 31, 1996.
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Bill Zimmerman promotes Progressive Campaigns” work, and apparently has a financial
interest in the company. In a November 1, 1995 solicitation letter, Zimmerman (under
Zimmerman and Markman letterhead) wrote a potential client, "A spin-off of Voter Revolt,
Progressive Campaigns, is now the largest and most efficient signature operation in
California... Our price is the same as everyone else’s, 70 cents per signature.” The letter is
attached as Exhibit 23.

Zimmerman is also a proponent of the three initiatives - giving himself extraordinary
control of the package, including the marketing of the Voter Revolt name.

Unfortunately, Voter Revolt itself is a shell, records show. Since Rosenfield left Voter
Revolt in 1993, the organization has had no professional advocates, no public policy
experts, no policy presence, and has issued no reports or studies. It is a public relations
cover for the big business and insurance backers of the Alliance. Zimmerman and Paparella
have effectively merchandised the name of the organization for their own personal
enrichment.

In addition, the Alliance campaign reports show that Zimmerman paid Gary Horowitz, a
businessman on the board of Voter Revolt, $2,500 for services in conjunction W1th the
campaign that are not described in the report.

The purchase of Voter Revolt may prove cost-effective for insurance companies and other
supporters of anti-consumer tort law restrictions. Recently, testifying before Congress in
support of Newt Gingrich’s “tort reform” measures, Michael Horowitz invoked Voter
Revolt’s “support” of the contingency fee initiative as evidence that consumer groups back
such measures. (No legitimate consumer group supported any of the Gingrich/business-
backed tort proposals). Horowitz told the congressional panel that Voter Revolt was a
“Nader” organization. Ralph Nader responded in a letter disavowing the characterization
and describing Zimmerman and Johnson as “turncoats who now provide their services for

anti-consumer initiatives.”74 See Exhibit 24.

Allied With Republican Attackers of 103

Perhaps the most telling indication of the misuse of Voter Revolt's name is that the
proponents of Propositions 200, 201 and 202 have allied themselves with Republican
legislators in Sacramento who have sponsored and supported insurer-backed legislation to
repeal provisions of Proposition 103, the very initiative which is Voter Revolt's claim to
fame.

At a recent Sacramento press conference, Zimmerman, Mike Johnson and others identified
as “Voter Revolt” staff joined with Assembly member David Knowles, author of legislation
to repeal Proposition 103's territorial rating reform and good driver discounts (AB 341), in
attacking the Proposition 103 Enforcement Project and 103 author Harvey Rosenfield for
accepting contributions from attorneys to fund its watchdog operation.

The Proposition 103 Enforcement Project is the chief opponent of Knowles's Assembly Bill
341, a two year bill backed by the Personal Insurance Federation, Zenith Insurance

741 etter by Ralph Nader to Rep. Carlos J. Moorhead, Chairman, House Subcommittee on Courts
and Intellectual Property, House Judiciary Committee, February 20, 1995. See Exhibit 24.
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Company and Mercury Insurance to repeal the provision of Proposition 103 that requires
driving safety record, not ZIP-code, be the primary determinant of auto insurance rates. It
has been opposed by every major consumer group and editorial board in the state, but
Voter Revolt has not weighed in regarding the legislation.

Bill Replicating 200 Sponsored by Insurers

Knowles, in fact, reiterated Voter Revolt's attack on the Project at hearings in the Assembly
Insurance Committee on January 16, 1995, in which the insurer-backed legislative version of
the Alliance’s Prop 200, AB 607 (Brulte), was unveiled.

The bill, sponsored by Personal Insurance Federation and supported by the Association of
California Insurance Companies (both giant industry trade groups), would impose the same
pure no fault system as Proposition 200.

Interestingly enough AB 607 goes farther than Proposition 200 because it promises that if
rates are not rolled back by 25% then the system will be nullified. Proposition 200 offers no
rollback.

Sponsorship of AB 607 by the Personal Insurance Federation and Association of California
Insurance Companies leaves little doubt that the insurance industry is Voter Revolt's silent
partner on Proposition 200. The bill's sponsor, Jim Brulte, also supported Knowles's bill
attacking Prop 103, AB 341.

Name Dropping

Michael Johnson, who is paid directly by the Alliance to Revitalize California, has become
the campaign’s most consistent name-dropper. The proponent of Propositions 200, 201 and
202 routinely describes himself as a “consumer advocate,” “former public policy analyst for
Ralph Nader,” and, most recently, “Voter Revolt Policy Director.”

However, as with the rest of the campaign for the three propositions, Johnson has no tie to
Voter Revolt. He is not employed by Voter Revolt, but rather the Alliance, a political
campaign committee.

Johnson tried to drop the names of Ralph Nader and Public Citizen in the ballot pamphlet,
but last December, a Sacramento Superior Court judge, acting in response to a legal petition
by Nader and Claybrook, struck Johnson's claim that Prop 202 is "no different from the
consumer protection policies I fought for while working for Public Citizen, the consumer
group founded by Ralph Nader."”>

In fact, Johnson applied for a job with Nader in the mid-1980s, but was turned away. In
1987, Johnson secured a staff position at Public Citizen, a group which Nader founded 15
years earlier but had not run since 1981. Johnson was a low-level researcher whose job was
to draft policy papers for the organization.

75 Associated Press, "Changes Ordered In Ballot Argument,” Los Angeles Times, December 28,
1995.

30




Johnson subsequently came to California in 1989, one year after the passage of Prop 103, and
was hired by Harvey Rosenfield, the author of Proposition 103 and founder of Voter Revolt,
the group that sponsored the initiative. Johnson has also stated that he worked on the Prop.
103 campaign. He was, in fact, assigned to monitor legislation in Sacramento to prevent the
insurance industry from repealing provisions of Proposition 103. Johnson proved unsuited
for that activity and Rosenfield brought him back to the Los Angeles office, where he helped
draft legislation.

After Voter Revolt ran into financial difficulties in late 1990, Johnson was laid off. According
to Joan Claybrook, the President of Public Citizen, Johnson offered to open up a California
office for Public Citizen, to raise money for the organization and work on policy issues.
Calling himself “California Director,” Johnson operated the office out of his home. Johnson
was not successful in his fundraising activities during this brief period. However, he
worked on several issues, including the subject of no fault auto insurance, which he

opposed.
No Fault Critic Turned Champion

When employed by Public Citizen, Johnson was an ardent opponent of the no-fault system
he now advocates. In an April 1991 letter to state Senator Bill Lockyer signed by Johnson as
field director, Johnson wrote in vociferous opposition to very concept of no-fault:

"No-fault deprives victims of their ri ghtg:[exﬁphasis in original]...we are deeply
disturbed by the fact that no-fault curtails the right of innocent victims to seek

full compensation for their injuries. We think it would be a tragic mistake for
California to limit this right in the false hope that doing so will lower insurance
premiums. "

" No-Fault is not the ticket to cheaper insurance: ...Even though the personal
injury protection (PIP) policy proposed in SB 941 [no fault bill] would not pay
any compensation for pain and suffering the resulting savings would not offset
the higher costs of paying benefits to policyholders every time they are injured
in an accident....”

Ironically, Johnson himself articulated in 1991 the anti-consumer impact of the very no
fault proposal he now promotes. Prop 202 contains the insurer-backed features Johnson
opposed in his letter on SB 941 and, just like the insurer-backed bill, no promise of lower
rates. Opposing provisions in the 1991 legislation that he replicated in his Prop 200, for
instance, Johnson wrote:

"SB 941 would redistribute, not lower, insurance costs: ...The principal effect of
SB 941 would not be to lower overall insurance costs, but rather to redistribute
them more heavily on to middle and upper-income drivers....

...shift accident costs on to health insurance policyholders, workers and
employers...

...allow auto insurers to deduct from the benefits that they are required to pay
injured policyholders the amounts that the policyholder is eligible to receive in
workers' compensation, social security disability and state disability benefits....
...offer extremely limited wage loss benefits. "
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A copy of the letter is attached as Exhibit 25.

No Premium Reductions?

In May, 1991, Johnson wrote an op-ed for the Sacramento Bee opposing no fault entitled the
"[llusion of savings from shifted costs,” in which he reiterated his objection to no fault
claiming:

"Under no fault, a certain degree of justice (i.e. full compensation for innocent
victims) is sacrificed in the interest of providing a minimal level of
compensation to all parties, innocent or not, injured in auto accidents...it is a
matter of fact that this trade-off is not a recipe for huge premium reductions."7¢

Claybrook terminated Johnson in 1991, and he went to work as a librarian for a law firm. At
the same time, newly elected insurance commissioner John Garamendi decided to preempt
Governor Wilson's possible support for a no fault initiative by endorsing no fault himself.””
Johnson applied for a job with Garamendi and agreed to work on no fault as a
spokesperson. Johnson'’s first action in the job was to send the news media a letter,
addressed to Ralph Nader, announcing that he had decided "he felt a deep, personal need
now to support current efforts to establish a no-fault system in California.” See Exhibit 26.

Garamendi’s interest in no fault evaporated once it became clear that Wilson would not risk
pursuing the proposal himself, and Johnson was once again unemployed. Johnson’s work
on behalf of no fault had brought him into contact with Andrew Tobias the financial
consultant and software writer. Tobias hired Johnson, who set up what was called the
“Coalition for Common Sense Auto Insurance,” a one-organization group. Johnson, with
Tobias’s funding, sponsored the “pay at the pump” legislative proposal and subsequent
initiative proposal.

Conclusion: In recent years, corporate lobbies have developed their own systems for
simulating “grassroots” constituencies to effectuate legislative change, relying on computer
systems and telephone banks. The development of the "virtual consumer group” by the
Alliance poses the danger of elevating this cynical process to a new threshold: instead of
trying to orchestrate the appearance of grassroots support for their proposals, special
interests will simply do what the Alliance has here: purchase the name of a onetime,
grassroots group or hire those who claim to be activists to front for them.

While the Alliance’s strategy of portraying its employees as consumer advocates has largely
failed, the grave danger here is that if they achieve any measure of success at the ballot box
with $10.9 million from big business interests, legitimate citizen groups will soon face a
plethora of “virtual” consumer groups. Consumer advocates must zealously guard the
label “consumer advocate,” if it is to mean anything to the public, and to prevent tobacco,
insurance, utility and other corporate lobbies from attempting to buy credibility for their
self-serving interests in this way.

76Mike Johnson, "Ilusion of savings from shifted costs,” Sacramento Bee, May 28,1991. See
Exhibit 25.

77"Garamendi Hits Back: Blame Put on Wilson, Lethargic Lawmakers,” Richard Rambeck,
Insurance Week, March 7, 1994. Garamendi targeted Wilson in a letter made public, partially
quoted in the article. Garamendi then came out against no-fault in testimony before a special
session of Assembly Committee on Finance, Insurance & Public Investment on May 10, 1993.
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Exhibit 1

Note: Original of tape was on two sides, and the first portion of the speech was recorded onto
the end of the body of the speech. Transcript picks up near the end of recorded portion of side
A, and then shifts back to the beginning.)
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. . . lost over time. And they tend to get lost when there are too many people at the

=)}

table trying to decide what the message should be quite frankly. I was on a conference call on
7 Friday that had 20 people on it -- all trying to decide how we run a grassroots campaign in

3 8 some state. And I'm thinking whoa, this is not what I want to do for a living any more,

= 9 because everybody has their own idea. And there are so many easier ways to figure out what
10 the message is and then you got to stick to it -- then have a debate among 15 lawyers in all

1 1 their corporate offices who’ve never been to the state and are only thinking about what’s

y 2 going on in their corporation. What goes around in their corporation is not what the average
S 13 person is thinking about at their home.

= 4 You gotta have backbone. Uhm, I have run some campaigns, where as soon as the

i 5 opposition fired back uhm the contributors to the coalition said "bye. I'll see ya. We can’t
%16 tgke the heat." Ah, as, again going back to this is a war uhm when you get involved in these
X7 public battles and if you are not ready to take heat and have a plan prepared ahead of time as
8 to what you’re going to do when they fire at you, then you shouldn’t be in the game. It’ll fall
| 19 apart.

) =0 You need to- have credibility. And that means when you pick people to join your ~
i coalition make sure they’re credible and if they’re not credible keep 'em away. In a tort

i ‘22 reform battle; if State Farm — I think they’re here, Nationwide -- is the leader of the

<3 coalition, you'ré not gonna to pass the bill. It is not credible. Okay?

4 Because it’s so self-serving. Everybody knows that the insurance companies would be
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g | one beneficiary of it=#Ehst"s-why the clients came to me and said we've got to pull away
2 from this. It wasn’t an insurance company in this case, but you gotta make sure the leaders
3 of the coalition are credible. And the core group of the coalition and the spokespeople. And
4 when that doesn’t happen again the thing falls apart.

5 Broad-based membership. In Mississippi we started on December 15th by, in four

‘ 7 according to what the lobbyist told us which districts were most important. We used every

L8 campaign tactic we had in order to bring in as many people. And we made sure that it was
9 typical people mixed in with large employers and political contributors -- and I'll walk you
0 through that in a second.

-6 weeks we had 1200 members of our coalition across the state. We targeted, by district,
1

The problem with broad based membership is don’t confuse that with broad based

"“l
o

N

leadership. Okay? For a coa-- if you join a coalition and you contribute significant money to
a coalition you better be at the table when the decisions are made and there ‘only oughta be --

it oughta be a, ah, card table and not a corporate table, a corporate board room table. Broad

i

based membership is: What does the public see? What do the legislators see? Decision

making 1s you need a core group -- three or so people who have similar interests and are
gonna g.et the job done and not veer off -- and when those two items, those two issues are
confused, again a coalition tends to fall apart because there’s too much infighting. And there
are not clear legislative goals.

The final thing is funding. Uhm, the last speaker said that you always have to think
about the cost-benefit and he said usually grass root wins. Uhm, I, I was very surprised by

that because I have been in situations where I explained how much something is going to cost
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and I've had corporate people say to me that is so much money. And I look at em and say
now wait a second. Take tort reform. I've been in meetings where I've said this campaign is
going to cost $200,000 to win. $300,000. And they say, "no way -- we can’t afford that."

And I say now you got $40 million outstanding in lawsuits in this state alone and if I can  °
help wipe out even a 100 of those cases or . . .*

(End of side A of tape. Remarks continue at beginning of side A with the
following text.)

Or 5 million of that. Isn’t that worth the cost benefit analysis? Isn’tthat worth it? A
lot of corporations are afraid, particularly general counsels, are very afraid of the political
process and they think, in féct, we’re going to screw it up more than we’re gonna help them.
And that cost benefit analysis when you’re addressing that is a very hard thing to explain to
people, sometimes. And it’s worth think'mg through. Not just what the costs are immediate,
but what the costs are if you don’t do something. And what they’re spending on litigators

and all of that in the case of ah tort reform. So when we did this ~--

[Portion of Remarks Missing]

One of the things we always think about on coalitions is knowing who your audience
is because coalitions -- just to have a broad based coalition doesn’t do squat. You gotta make
sure that every time you do this -- you focus in on who your targets are and you pull back
from your targets and the people you want in your coalition is not just the guy at the corner

grocery store unless the guy at the corner grocery store happens to be also among his inner
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Unseen Side
of Voter Guide

.LOS ANGELES TIMES

. PAMPHLET

Continued from A3 .
Although DeclLoss says he re-

' mains a consumer advocate, he also

says he has spent most of the past
10 years working for a family

v gongtrudtion and rentad business,

«

m Initiatives: Pro and con arguments
on ballot measures in official pamphlet
may come from surprising sources.

By DAN MORAIN
TIMES STAPE WRETPR

SACILAMI q().._n,,tkcrq of a March ballot ini-

someone with consumer credentials to tout their
measure— 1,500 miles, in fact, o Spencer, lowa, and.
the home of Garry Deloss.

In Califor-
nta's  official
voler pam-

hiet, Deloss THE

Ligned  ihe CALIFORNIA
ballol argu- VOTE

ment endors- The People and -

ing Proposi-
tion 202, one
of three anti-
lawyer initia-
tives headed for a vote March 26. He is identified s
“Iformer Bxecitive Director, California Consumcr
Organization.”

In fact, no group with that name exists. DeLoss
tived in California when he was director of a Sap,
Diego consumer group in 1984 and 1985, but he, -
returned Lo his hometown in lowa a decade ago.,

please see PAMPHLET, A20

. Caompaign’96. -

Politiesof . .
. For the most part, however, or-

Nothing in California law pre-
cludes people who are not regis-
tered to vote in California from
signing ballot arguments alfecting
Lhe lnwn of Lhis state, sadd gooro-
tary of state spokeswoman Beth
Miller. And other signers of hallot
arguments for and  againgt, the

- initiatives live outside the state.
tiative to limit lawyers’ fees went far lo find .
came to sign the ballot argument

But the story of how Del.oss

~ says much about the proponenty’
" campaign, and somcthing about the

" inltiative process Haell,

Supporters of Propositions 200,
201 and 202 hope to convince
Californians that all three mea-
sures have at least some consumer

! ‘_ support. To this end, they nced

pcople with credentials as con-
sumer advocates to endorse them.

ganized consumer groups, along
with trial lawyers, arc against all
three propositions,

Fnter Deloss. When he saw an

" article about the California mea-
" sures in the Wall Street Journal
» last ycar, he called the campaign

offering help. Michael Johnson,
who {4 involved ln the campaign,
said Dcl.oss “virtually cchocd our

message,” that liberal consumer
groups' “knee-jerk anti-business
attitudes hurt consumers.”

“Could wec have found other
people if we had scarched around?
I'm sure we could,” Johnson said.
“But here’'s a guy who's more
for-rcal than most professionals.
Here's nn ex-{Raiph} Naderite who
felt exactly the way t do.”

In his younger days, Dcl.oss, 53,
a Democrat, worked for a con-
sumer group founded by Nader, the
well-ktiown  consumaor  ndvocute,
Now, DcLoss sald, he is an “ex-lib-
cral” who believes that the inter-
estn of business and constiners
often coincide.

“[Propogition backers] have
plenty of people on the business
side,” Delloss sald. “They wanted
diverstly, somchody who had a
baclkground in the consumer nctiv-
Ist community.

“This is a large issue with politi-
cal implications for the nation and
for the state. We might sece the
California model replicated in other
states.”

When he -agreed to lend his
name to the ballot argument, De-
Loss used the more accurate title,
“Iformer Director, Utility Consum-
ers’ Action Network.” From June
1984 until he was ousted in Sep-
tember 1985, DelLoss ran the group
in San Dicgo.

BBut after learning that the pro-
ponents were using their name, the
current leaders of Utllity Consum-
crs” Action Network, which op-

+%*  THURSDAY, FEBRUARY 22, 1996

A3~

poses the measures, sued. Johnson,
hoping to secttle the matter, sug-
gested a compromise: Deloss
would be called simply "former
exccutive director, California Con-
sumer Organization.”

Michael Shames, dircctor of the
San Dicgo group, agreed, but asked
that the generie name not be
written in capilal letlers, lest peo-
plc think such an organization
exists, Johnson consented.

However, in the process of fax-
Ing the agreement hacle and forth,
multiple copies circutated. As il
turned out, Shames’ lawyer sent
the ngreement, with the name
written in capital fetters, to Sacra-
mento Superior Court Judge James
T. FPord.

I'ord, assuming the parties had
agreed to the designation, signed it,
and sent it Lo the secrctary of
state’s office, which printed 12
million voter pamphlets desipnat-
ing DeLoss as former dircctor of
the nonexistent California Con-
sumer Organization,

But DeLoss is not an aberraltion.
Onec signer of the ballot argument
against Proposition 202, former
Californian Candace Lightner,
founder of Mothers Against Drunk
Driving, now lives in Virginia,
wherve she s a lobbytat for various
groups including trial lawyers.

Author Andrew Tobias, who
signed the ballot argument sup-
porting Proposition 200, Lo create a
no-fault aute insurance syslem,
lives in Mlorida and New York,



eb-22-96 04:24P e wr-

NUY=AU—Y0 11U 99 :iJ7 i1l Wieriite =« s s aneso

-~

~

Ftiiity Consumers’ Action Network

UCAN

1717 Kettmer Blwd., Suita 105
San Diego, CA 92101-2532
619-696-6966

November 30, 1995

Cathy Mitchell

Initiative Coordinator

Office of Secretary of State
1500 11th St. &th FL
Sacramento, CA 95814

RE: Protest of Batlot Argumnent in Favor of Proposition 202

Dear Ms. Mitcheill:

I am writing to protest the affiliation description for Garry Deloss, who is signing on behalf of
the argument in favor of Proposition 202.  On the baliot argumant submitted to the Seeretary
of State, Mr. DeLoss represents himself as “former Executlve Director of Utility Consumer (sic)

Action Network”. We believe that this description is grossly misleading to the public who
will read the ballot initlative. We ask that the affillation should be struck from the argument,

The important facts underlying our assertion are:

1. Ultility Consumers Action Netwark (UCAN), a non-profit carporation, is formalily opposed to
Proposition 202,

2. Mr. Deloss served as executive director of the corporation over 10 years a8go and was

fired in September 1985.

3. To UCAN's knowledge, Mr, DelLoss left the state of California shortly after his termination
and has not returned as a resident.

4. UCAN has not and would not permut Mr. Deloss to 1denhfy himself with the corporation
on this or any other matter.

Pursuant to Election Code Section 3564.1, Mr. DelLoss is not allowed to deploy the title of a
corporation without that corporation's consent. | hereby officislly reprasent that UCAN does

not consent to the use of its name. Moreover, as UCAN may be a signator to the opposition
of Proposition 202, the use of UCAN's name creales needless confusion in the minds of the

volers. . /\
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ABL/Consumer Groups Discuss No-
Fault, Lawyer Limitation Initiatives

SAN FRANCISCO—ABL members
last month met with representatives
from the Coazlition for Common Sense
Auto Insurance and Voter Revolt to dis-
cuss sponsoring 1996 prirnary initiatives
tolimit lawyer fees and to enact no-fault
auto insurance,

The Coalition for Common Sense
Aulo Insurance—sponsor of a pay-at-
the-pump auto insurance proposal in
California—has joined Voler Revolt—
sponsor of Prop 103—with the intent of
filing two initiatives with the secretary
of state for title and summary later this
year, Signature gathering (o qualify the
initiative for the ballot is expected to get
underway in January. :

Mike Johnson of Common Sense Auto
asked ABL 1o join an initiative came-
paign coalition of organizations repre-
senting consumers and small business.
This will be an initiative campaign run

by voters, not insurance companies.

Insurance company money will not be
accepted, Johnson said, but agents and
brokers could play an important role
gathering signatures needed to qualify
each initiative,

Johnson told ABL that he convinced
Andrew Tobias, the man behind the pay-
at-the-pump effort in California, to drop
his proposal in favor of the no-fault and
legal fee limitation initiatives.

The Technical Committee and Auto
Insurance Advisory Panel, along with
IIABC’s ABL partners, are in the pro-
cess of reviewing the no-fault draft pro-
posal and recommending language. For

a copy of the no-faull proposal and an
opportunity to comment on the fcatures
and language, call Membership Services
at (800) 772-8998,

“This inight be the best chance to get

...continued on page 2

...continued frompage 1

No-Fault

no-fault insurance enacted in California
and improve the business ¢climate {orour
members,” said Vice President Jim
Armitage, CPCU. “We certainly had no
success in the Legislature in passing no-
fault.

*It's encouraging to scc these (wo
groups embrace the no-fault concept and
recognize the powerful inlluence the
California trial lawyers have had in the
pastin stopping good public policy {from
becoming law,” Armitage said. “We're
moving in the right direction, We will
give these proposals a good hard look.”

Agents Review Draft

Under the draft no-fault proposal, exch
owner of a motor vehicle would be re-
quired to carry personal injury protec-
tion insurance and a minimum of §5,000
in property damage liability coverage.

PIP would cover losses suffered by an
occupant of the covered vehicle or by
any pedestrian or bicyclist struck by the
vehicle, regardless of who was at fault.

Insurers would be required to make
available 10 any good driver optional
“pain and suffering” covemge, which
would make scheduled payments o ac-
cident viclims who sustain verifiable in-
juries. At their option, insurers could
also sell coverage that makes payments
withoul regard to a schedule—similar 1o
the way UM coverage works.

As for the legal fee limitation initia-
tive, it is still in the concept stage. The
group is working from “Rethinking
Contingency Fees,” a model proposed
by the Manhattan Institute,

The Board of Directors will consider
the two initiatives at an Octaber 12
workshop.
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[ am wriring to provide a rcv:ew of the Manhattan Institute’s Judicial Studies Program for the past year

and to request - " Legal reform bas begun to resonate a5 a natiooad issuc, and
the Manhartan Imuuu: u:xrprowdzd much of the intellecrual leadership for its cmergeace. This is evideaced, we

think, by the atracked five-year overview of our efforts, which reveals a record of consistent quality and steadily
growing influence — oot to meation cost-cfectivencss ~ ia pursuing a public policy goal.

The oz2d to reform the natow's avil justice system is becoming increasingly apparent to observers bath
in and outside the legal system. As issues like employment, investment and pational living standards become
more czatral to public debate, America’s costly and erradic judical system will be under increased pressure to
adapt. For these and other reasons, the next several years will be critical. We believe strongly that this issus
must be approached deliberately and systemanicaily, and that the temptation to sectle for "quick fixes* or easy
victories must be resisted. The accdmpanying six-page Mission Statement outlines such an approach. The
cmphasis, as you will sez, is on broadening the constitueacies for Hability reform while simultanegusty laying the
aecessary intelleczual groundwork. The Manhattan [nstitute has demonstrated capacry in the laer category,
and, with the staff additions planned for the coming year, should be able to effea the former, as weil

Qur books have beza extremely influeatial; no less an authority thag The Washingon Post hailed them
as the driving foree behind the reform movement (and dubbed their authars — Peter Huber and Walter Olson ~
the “gurus® of tort reform). Peter Huber continues (o write a regular column on law and sodety for Fordes, and
Olson has become a contributor to The Wall Streer Jounals "Rule of Law” column. Later this fall another of our
books will appear — Hubers cdited volume, Phantom Risks: Scientific Inference and the Law, which the MIT
Press is bringing out. [t will complement a0 already impressive backlist, which wncludes Hubers {Jability and
Galileg's Revenge, Olson's The Litigation Explosion, and scveral academic volumos. We were al elated whea the
Supreme Court ca October 14th agreed to hear its first “junk scicnee® case — the very one in which Ninth Cireuut
Judge Alex Kozinski dres Huber's Galilco's Revengs.

" Providing our authors with additional staff support — in bath research and outreach -~ is our chief goal
for 1993. We have relocated the Judicial Studics Program to Washington, D. C,, where, for the first time, i wiil
have dedicated support and managerial backup. Michazl Horowitz, former General Counsel ag the CMB and
head of the Reagan Administration's Tort Policy Working Group, has joined as acting dircezor and Seaior Fellow.
We are clase 10 recruiting an executive director whase responaibilities will include commissioning books and
papers, oversesing marketing and promotion, and dealing with the media, goveramest, aad legal communicy.

The time to put the program on such a professional footing is clearty at haad, and, we feel, a justifiable move o
light of our track record.




. ,

Anocher shift in emphasis that you will be sccing over the coming year will be 2 greater sress on
applying the idecas that our fellows and other scholars have developed. Mike Horowitz's receat White Paper on
auto insurance reform is a case in poine. Co-authored with Jeffrey O'Connell, it takes Huber's arguments for 2
revival of contract (developed in his 1988 book Liahility) and applics them to the biggest litigation marker of all ~
automobile accdents, The proposal bas geoerated significant press aiteation, and on Qctober 6th the President
formally endorsed it in 2 speech in Edison, New Jersey. The $30+ billion savings that would resuit from the
propasal’s eaactmeat would come primariiy from auto-iort contingeacy fees, one of the prime sourcss of “venture
capital” for the plaiasiif's bar.

Horowitz's next project, which he is developing in collaboration with some of the leading scholars in the
f'dd.xsaphnth.uoﬂ'crxcnn.sumcnth:eboxmmoptouxofthccnnmgmcyfc:xyucm The importance of these

proposals goes beyond their poteatial payoff as policy initiatives, as the discussion they generate (both pro aod
con) energrzes public debate and moves it in the dircation of reform. At the same time, their eaabling conczpts —~

choice, voluntarism. inezatives, trade-offs ~ offer reformers the chaace to take the high road for a chzoge.

We're encouraged by these developments, and heartened, oow that the bartie has beea eagaged, that
we've built 2 sound inteilectual foundation from which ta carry on from here. [ hope you and your colleagues
share our seasd of accomplishment and that you will help provide us with the resources oceded to finish the job.
Qur caure cffort depeads oa voluntary contributions from corporatioas and foundations, and we're at an
impaortant crossroads in terms of the dirccion of the program. We feel confident that any funds mede available
to the Judidial Studies Program wil yieid a remeadous return at this point ~ perhaps the highest ‘return oa
avesumenr” avaiable in the philanthropic field today.

Cur supporters shouwld share our pride in the eaclosed five-year summary — if the next five years are as
eventful and productive as the last five have been, we might be able to clase up shop! That would signai that 2
viczory had beea won in the battie ta restore America’s cvil justice system — a goal I'm sure you share with us and
the [asurute’s other supporters. I loak forward to your participation in our Judidal Studies Program, and scad
along our warmes: wishes.

Enclosures
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Judicial Studies Program

Mission Statement and Overview

November 1992

A number of favorable developments have occurred in the civil justice arena in
recent months. [t may not be an overstatement, in fact, to say that debate — and
sentiment — have reached a new plateau; in contrast to just one or two years ago,
when liability reform hovered on the fringes of mainstream discussion, liability
reform now vies with more traditional issues such as welfare, education and
environmental policy in the debate about the nation's future. Having thus emerged
as a topic of public policy, civil justice reform must now be sustained by a
systematic effort which:

(a] insures that the terms of debate remain favorable,

(b] expands the consttuencies working for reform.

SETTING THE TERMS OF THE DEBATE:

An essential element of successful policy advocacy is. taking the initiative: the side
proposing change most ofterr ends up setting the agenda, while the side opposing it
finds itself in the unenviable position of defending the status quo. Moreover, those
initiating debate have an easier time introducing fresh concepts and rephrasing old
ones, while exploring new ground and opening fissures in the ranks of the
opposition. Such an effort puts a premium on creativity and imagination, so the
side favoring change generally has an easier time attracting the brightest and most
creative young minds. The “founders” of the modern school of expanded liability,
as Peter Huber pointed out in his 1988 book capitalized on that advantage over a
period of several decades; the time has come to turn the tables.

The rhetoric of liability reform must incorporate transcending concepts, like

consumer choice, fairness, and equity, while simultaneously pointing out the
opposition's indifference or opposition to these values. Across a wide cultural
horizon today powerful new ideas, like choice, empowerment, and voluntarism are
capturing the public imagination; they can and should be brought into the
debate about legal reform. At the same time, it is vital that defenders of the current
system — the plaintiff's bar, in particular — not be allowed to divert attention from
these issues, or skirt the question of costs. The.present system is not only
coercive, capricious, and regressive, it encourages fraud and deception on a
massive scale, and seriously hinders the engines of industrial renewal and
economic growth; the ultimate cost of expanded liability is loss of competitiveness
and lower standards of living, a point that must continuously be driven home.



The field on which this must be played out is the media - in all its varied forms -
ranging from elite organs like The Economist and The New Republic, to the
broadcasting and entertainment industry. Until fairly recently, even legal affairs
writers at the major dailies paid scant attention to developments in liability
law. That's gradually changing, albeit not always for the better (the plaintiff's bar
has, over the years, made allies in the press, through a combination of appealing
to the adversarial natures of many reporters as well as by providing them with
news leaks). Nevertheless, a growing number of writers, columnists and news
producers are open, if not altogether sympathetic, to the reform perspective. Not
surprisingly, this group comprises many of the rising stars of the profession:
John Stossel of ABC, Peter Brimelow and Leslie Spencer of Forbes, John Taylor and
Chris Byron of New York, Michael Kinsley and Fred Barnes of The New Republic,
Gordon Crovitz of The Wall Street Journal, and a handful of others.

Journalists need copy, and it's an established fact that over time they'll "bend” in the
direction in which it flows. For that reason it is imperative that a steady stream of
understandable research, analysis and commentary supporting the need for liability
reform be produced. If, sometime during the present decade, a consensus emerges
in favor of serious judicial reform, it will be because millions of minds have been
changed, and only one institution is powerful enough to bring that about: the
combined force of the nation's print and broadcast media, the most potent
instrument for public education — or miseducation — in existence.

EXPANDING THE CTNITITUENCIES FOR REFORM:

For tort reform to maintain its rightful place as an issue of national interest and
debate, it must broaden its appeal and move beyond its confrontational demeanor
(e.g., lawyer-bashing). First and foremost, liability reform must be tied to the wider
cause of legal reform, and to the thinking public’'s growing concerns about
“litigiousness” in general. In the broader context, the crisis in the courts is no
different from the crisis occurring in many other fields of public life ~ from
education to medical care — where institutional confidence has given way to doubt
and skepticism. This probably explains the increasingly chaotic tenor of modern
politiecs and the confused state of the electorate, torn between allegiance to
institutions while at the same time recognizing their failed mission.

The courts are no exception: a consensus is growing that the American civil justice
system is fundamentally flawed; for reform advocates to lay the blame for this
breakdown on "greedy lawyers” is as simplistic - and wrong-headed - as blaming
the crisis in social policy on "welfare queens.” An uninformed public might
embrace such notions over the short term, but these tactics are a diversion — not a
substitute — for the kind of serious debate and discussion necessary to build a true

consensus.
Advocates of liability reform must link their arguments to a broader agenda for the

nineties, by showing how consumers and taxpayers are, ultimately, in the same boat
with manufacturers, service providers and insurers. Without such broad-based
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cultural support, the superior forces of the spedal interests arrayed on the other side
will simply outlast the efforts to dislodge them. Such a “linkage” strategy would

engage the following elements:

v The_Financial Community - Until very }ecently this group ignored
developments taking place in the courts, largely because they imagined
themselves immune. That has been changing, as accountants, bankers

and other fiduciaries are beginning to feel the effects of the liability
spiral. Wall Street is a potent political force, as is the finandal sector in
general, and a potential ally in the drive for serious legal reform.

Y The Political Community - Most government is local, and the costs of

liability are borne particularly heavily by cities and other local entities.

The trade-off between lawsuits and higher taxes, fewer. services, and less

safety must be driven home. At the same time, it is possible to widen

the cadre of national lawmakers, judges and other public offidals who

understand the implications of today's tort system and its influence on
- political sodety.

vV Ihe Medical/Scientific Community - One of the biggest societal

questions, with vast quality of life implications, is the extent that
modern science and medicine will be market or court-driven. Similarly,
America’s high-tech industry is at a crossroads: it can move towards a
greater reliance on litigation and confrontation, and its attendant risk-
averseness, or evolve entrepreneurially. This large and amorphous —
yet tremendously important -- sector needs to have its concerns
channeled in productive ways.

.

V The Research/Academic Community - In addition to law schools,
other academic disciplines should be encouraged to investigate and
analyze the costs of litigation. Private foundations supporting social
science research need to become involved, as well, since their funding
lends prestige to a research field.

¥ Profaessional QOrganizations - Membership organizations (the
Assodation of American Trial Lawyers excepted) have to be made aware
of the harm done to their members by runaway litigation. Even the
A.B.A. is recognizing the problem: their new president has met with
Michael Horowitz on two occasions to discuss reform ideas.

{ Civil Libertarians - A group that often identifies with the
plaintiff's side, they must be shown that civil liberties and civil justice

go hand in hand, and that the present regime is hardly sympathetic
to the rights of the individual. - |

¥ The Grass Roots - Consumer groups must be put in a position of
choosing between the welfare of their members and the dictates of Ralph
Nader where product liability is concerned, espedially in areas like auto

3.



insurance and health provision. Middle-class jobs will remain the
number one economic issue for the foreseeable future, thus offering
opportunities to tie liability reform in with issues like innovation,
capital formation and employment. The linkage in the public's mind
between bad law and a bad economy must be established.

THE TUDICIAL STUDIES PROGRAM:

The attached summary highlighting the accomplishments of the Manhattan
Institute's Judidal Studies Program over the past five years shows how a systematic
long-term effort can pay off. That the Program is capable of moving the agenda

forward from here and implementing the strategic plan outlined above is supported
by the following elements:

(1] Visibility:

- ¥ Manhattan Institute Fellows are among the leading authorities in the
field and Institute books are reviewed and cited in hundreds of popular
outlets across the country. Institute-sponsored events attract influential
members of the national media and opinion leaders from other fields.
Peter Huber is a regular Forbes columnist; Walter Olson and Michael
Horowitz are contributors to The Wall Street [Journal's ' Rule of Law"
column.

Y The Institute’s numerous contacts with leaders of the political,
business, academic, scientific and foundation communities amplifies its
work to the widest circle of opinion leaders possible.

Y By relocating to Washington, D.C., the Judicial Studies Program
benefits from closer contact with the policy making establishment,
the federal courts and the Washington bureaus of the national
news organizations.

Y The Judicial Studies Program's ongoing mailings to several thousand
judges on a regular basis has accustomed them to receiving material
under the Manhattan Institute masthead.

(2] Credibility:

YV The Judicial Studies Program has never abandoned its scholarly roots,
even when it meant sacrificing popular appeal. Senior Fellows are
encouraged to write for law reviews and academic journals, and
regularly defend their ideas before law school audiences. (e.g., the
Michigan [aw Review's "1992 Survey of Books Relating To The Law”
reviewed three books on tort law - Olson's

Huber's Galileg's Revenge: the third book argued against radical reform,
but Olson and Huber's works were cited throughout the review).

4
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Y The Program has successfylly charted a non-partisan course, and has
avoided being drawn into the partisan battles surrounding tort reform.

{ The Manhattan Institute’s reputation as a public interest forum, as
opposed to a single-purpose advocacy group, is buttressed by its
successful programs in education, urban policy, international trade, etc,
as well as its broad and diversified funding base, which includes a

growing number of private foundations.

(3] Management:

¥ The Institute's position on civil justice reform is fully supported by its
governing Board of Trustees; there are no demands for “balance” - only
sound scholarship.

vV The Institute’s streamlined operating structure (one layer of
management) means that funds flow directly into programs,
= not overhead. ‘

¥ The hiring of a capable manager to oversee day-to-day operations of
the program are progressing, and once achieved will correct what has
been the Program's greatest weakness to date: less than optimal follow-

through on public outreach.

LOOKING TO THE FUTURE:

The greatest challenge to this point has been finding audiences who consider
liability reform a meaningful and relevant issue. This situation is gradually
improving, as the arguments linking litigation and living standards become more
persuasive. Accordingly, the Program's outreach efforts will continue, with
appearances before law schools, civic groups, professional organizations and
governmental bodies increasing in frequency.

Walter Olson's fellowship has been renewed, and he is extending his writing and
research to the areas of employment, contract and commercial law. His next book,
already begun, is scheduled for release in early 1994. Olson is probably the
leading source ‘or quotes and commentary about the litigation explosion, and his
boak of that title is dted with increasing frequency whenever the subject is covered.
His speaking engagements continue to grow in number: he has addressed over
fifty law school audiences since his book appeared, and dozens of civic and
professional groups.

* Peter Huber's fellowshxp has also been renewed for 1993, and his Phantom Risks:

Scientific Inference and the Law will be published by MIT Press in Aprik Coming.a
year after his widely acclaimed Galileo's Revenge: Tunk Sdence in the Courtroom,

this volume should further establish his credentials as the leading thinker working
in the interface of sdence, technology and the law. On October 14th of this year the

5




Supreme Court agreed to hear its first “junk science case™: Daubert v. Merreil Dow
Pharmaceuticals; writing for the Ninth Circuit Appeals Court in the dedsion, Judge

Alex Kozinski cited Galjlieo's Revenge. Huber's next book will be on the subject of
environmental law.

Michael Horowitz has been appointed a Senior Fellow and acting director of the
Judicial Studies Program. He is working out of the newly opened Washington
office, where he will commussion papers, organize conferences, and carry out an
active writing and speaking schedule. His recently completed White Paper, co-
authored with University of Virginia law professor Jeffrey O'Connell, was endorsed
by the President in a speech in Edison, New Jersey on October 16th. A Washington-
based executive director, capable of managing the program and carrying out
functions like editing, fund raising and liaison with media and government, is
being sought.

Books by other scholars and writers are planned, as well, on topics that
include the criminalization of business law, the expansion of contract and
environmental law. A book aimed at a general audience which graphically
details the direct and indirect costs of the present tort system is also being
pursued. Prospective authors — including two writers with national reputations in
legal affairs — are being interviewed.

The successful "Civil Justice Memo" series, mailed to several thousand judges
between 1987 to 1991, has been replaced by a series of lengthier "Civil Justice White
Papers,” dealing with specific reform proposals. They will be commissioned
and edited by Mr. Horowitz, who will also organize a series of "Civil Justice
Workshops” to be held in the Washington office. In addition, two major
conferences are planned for the coming year, one dealing with the subject of
“retroactive liability” and another (to be held in New York) on the abuses of
due process. An ongoing series of regional workshops with government and
community leaders will be continued, with previous meetings in Atlanta, Portland
and Kansas City followed by ones in San Antonio, Indianapolis and other
regional centers. Finally, the Institute’s quarterly on urban affairs, The City Journal,
will soon feature a regular column by Walter Olson linking civil justice reform
with quality of life concerns for urban dwellers.

In summary, the Manhattan Institute's commitment to judicial reform, begun in
1986 with the formation f the Judicial Studies Program, remains a high priority
today and for the future.
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Judicial Studies Program
Five Year Overview ‘

1988

New Directions in Liability Low (Walter Olson, ed. - special issue, journal of the Academy of Political
Science) published.

Conference on Historical Roots of the Liability Crisis, Charleston, 5.C..
Liability: The Legal Revolution and [ts Consequences (Peter Huber - Basic Books) published.
Peter Huber testifies before Senate Commerce Committee.

1989

_A‘Axe We Afraid of the Future” (Peter Huber - Reader's Digest).

Paperback edition of Liskility released.

Historical Roots of the Liability Crisis (Walter Olson, ed.- special issue of Cardozo Law Review).
Crime & Punishment in Business Law Canference - New York University Law School.

Judicial Qutreach Dinners initiated.

1290
White Paper on Product Liability Statistics (Arthur Havenner) released.

Peter Huber named Forbe olumniit, appeass on ABC 20/20, debates Ralph Nader.

191

The Litigation Explosion: What Happened When America Unleashed the Lawsuit (Walter Qlson - E.P. Dutton

and Galileo’s Revenge: Junk Science in the Courtroom (Peter Huber - Basic Books) published.

The Liability Maze (Robert Litan and Peter Huber, eds.- Brookings [nstitute Press) released.

Forbes cover feature by Peter Huber on junk sdence in the cousts.

Walter Olson appears on "Oprah Winfrey,” “Larry King Live.”

Huber and Clson advise White House and Justice Department task forces on legal reform.

Vice President Quayle's speech to A.B.A. cites both authors' work and raises issuz to natonal agenda.

1232

Paperback editions of The Litigation Explosio.: and Galileo’s Revenge published.

Liability: Injustice For All (Walter Cronkite, announcer) released.

White Paper on “T. ]. Hooper Revisited” (Richard Epstein - published in Journal of Legal Studies).
“Maka The Loser Pay" (Walter Olsan - Reader's Digest).

Walter Clson testifies before Senate judiciary Committee; Peter Huber on “Larry King Live.”

Mlchael Horowitz appointed Senior Fellow; judicial Studies Program relocated to Washington, D.C..
Autp tort proposal by Jeffrey O'Connell and Michael Horowitz endorsed by President.

Supreme Court ag}ees to hear Junk Science case from 9th Circuit citing Huber's Galileo’s Revenge.
Phantom Risks: Scientific Inference and the Law (Peter Huber, ed. - MIT Press) published.
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SCHEDULE E v/t /Y7 page ___ ot
I ‘ . Payments and Contributlons (Other than Loans) Made
N FORM 42@ or 499 Covers Peariod
Froam: Through:
@7s/23/88 @9/3@/88

ID Rumber: 87.208

———

LY

I<:iti:ens for No-Fault, sponsored by California Insurers

-y D wm oy W ay R WD WD WD WD G D Mn W WD W R ST G R M ) WP Mp em S e R WD W TR D P ey G W MR WP RS wm ) @) WD D WD WD WD WP WD R WD N T WD W WD AR NS e NP SR an e G ER e W P W e s e

Name and Address of Payee | Code/Description | Amt Paid ] Cum. Amt
iInternal Revenue Service | G ] 3,877.82)
| | |
oT | | |
I%%ternal Revenue Service ] G | 969,29}
Internal Revenue Service | G ] 3,839.99]
Internal Revenue Service ] G ] 949 .08|
Internal Revenue Service ] G | 3,818.85]
Internal Revenue Service ] G | 910@. 38|
J P Marketing Company | P | 500.0@]
160 Spear Street, Ste 1210 | | ]
San Francisco CA 94105] | ]
J P Marketing Company ] G | 149.58]
J P Marketing Company | P | 500.00]
J P Marketing Company | P | 500.00]
J W Marriott | T | 509.00|
2151 Avenue of The Stars | | |
Los Angeles CA 90067/| | ]
W Marriott T | 9209.00|
Jackson/Barish & Associates| P | 2,000.99|
770 L Street, Suite 960 | . | |
Sacramento CA 95814| | |
Jackson/Barish & Associatés| P | 30,009.09]|
Jackson/Barish & Associates| G | 200.029|
ackson/Barish & Associates| P | 2,000.00]
Bfackson/Barish & Associates| G | 200.920|
ames McKinney | & [ 750.00|
57 Seventh Avenue . ] | |
San Francisco CA 94110 [ |
ames McKinney | Y | 86.25]
ifaues McKinney | G | 750.09]
ames McKinney | G | 750.09|

feffrey O0’'Connell P |

10,000.00| e
|
I

l .
Iniversity of Virginia [ _ |
Charlottesville VA 22901]

Sub-Total: 64,144.24



' SCHEDULE B Page 31 _ of U7
. : Payments and Contributions (Other than Loans) Made
FORM 420 or 499 Covers Period
l . From: Through:
le/91/,88 19/22/88
- ID Number: 871208
lCitizens for No-Fault, sponsored by California Insurers Yes on Prop 104

. L e e - . e M A WP SR S e WS D WD W SR We T MR WL M D Sn L D SR em WM A WD AR R R e SR et TR W ap SR W D 4P G AR ME R 4D MDD b Am S P R W) WD WS G WS AR P G Gm AR G A R e W b e W W

Name and Address of Payee | Code/Description ] Amt Paid ] Cum. Amt
Hyatt Regency San Francisco] T | 183.00]
5 Embarcadero Center ] ] ]
MSan Francisco CA 94111} | | -
lInternal Revenue Service | G | 3,436.61}
| | |
Ogden uT | | |
Internal Revenue Service | G ] 815.3Q] -
Y P Marketing Company | P | sée.eel
16Q@ Spear Street, Ste 1210 | | |
an Francisco - CA 94105] ]
Jackson/Barish & Associates| P | 2,090.00]
770 L Street, Suite 969 | | I
I:S'acramento CA 95814] | . | .
ackson/Barish & Associates| G | 200.09]

'Jeftrey O0’'Connell | P | 6,309,38] 6
Iniversity of Virginia | | |
Charlottesville va | ] |
effrey 0’Connell | S -l 7,205.01|

|See attached E-1 | ] ,

)Jeftrey O’'Connell ] P ’ | 43,633.32] e
terem'{ Thorn | G | 900.09|
2S Shrader Street, #6 | | |
San Francisco CA 94117} | . |
IJereny Thorn | T ] 120.31]
Jerry Simpson | G | 1,500.00Q]
_7Q04 Sansone Street | [ , [
‘.;an Francisco CA 94111} | I
"Jerry Siapson ] ] T | 1,451.30]
|See attached E-1 | |
IIohn Crosby |} T . | 1,661.62]
784 Montgomery Street |See attached E-1 | |
ISan Francisco CA 94111] | |

I N

. . Sub-Total: 69,996.85
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WHO'S RFALLY BEHIND PROPOSITIONS 200, 201 and 202..
Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule C) Total
3/7/95 Davidow, Bill Mohr, Davidow Ventures 1,000 1,000
(Menlo Park)
12/6/95 Cotella, Samuel D. General Partner 1,000 1,000
Institutional Venture Partners
(Menlo Park)
3/7/95 Forbes, Inc. (New York, NY) 10,000 10,000
3/7/95 Pinkerton (Encino) 1,000 1,000
3/13/95 Baccarat Development (Cupertino) 50,000 50,000
Partnership
5/26/95 Baccarat Electronics, Inc. (Cupertino) 150,000 150,000
3/13/95 DHL Express (Redwood City) 2,500 17,500
1/12/96 5,000
2/28/96 10,000
3/13/95 Shugart, Al CEOQ/President, Seagate 5,000 255,801.62
7/20/95 Technology 131,805.60
2/8/96 (Scotts Valley) 118,996.02
3/21/95 Fidelity Investment (Boston, MA) 10,000 10,000
2/8/96 Fidelity National Title (Irvine) 25,000 25,000
Insurance Co.
3/21/95 Sippl, Roger Visigenic Software 2,000 2,000
(San Mateo)
2/17/95 Boyd, Virginia L. Self-Employed Consultant 7,800 7,800
3/21/95 Wilson, Bob Retired, Investor 100,000 100,000
2/5/96 - LF (New York, NY) (100,000)
2/5/96 100,000
2/17/95 McMurty, Burt Technology, Ventures Investors 25,000 297,750
3/16/95 (Menlo Park) 75,000
3/5/96 197,750




WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996

(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
. (as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule C) Total
12/8/94 Proulx, Tom Self-Employed Consultant 14,000 110,000
12/15/94 (Atherton) 14,000
12/21/94 14,000
12/29/94 21,500
1/4/95 , 19,000
1/18/95 14,000
3/1/95 10,000
6/30/95 ’ 3,500
1/24/95 Tobias, Andrew Self-Employed Writer 28,000 87,500
5/1/95 (Miami, FL) 10,000
5/11/95 12,500
7/28/95 10,000
7/28/95 22,000
8/25/95 5,000
1/31/95 Zimmerman & Markman (Santa Monica) 3,750 18,750
2/28/95 7,500
3/31/95 7,500
4/18/95 Arrow Trust, ¢/o Price (Los Angeles) 25,000 25,000
Waterhouse
4/18/95 Joost, Robert Attorney, U.S. Dept. of 2,000 2,000
Transportation
(Washington, DC)
4/18/95 Profiles in History (Beverly Hills) 5,000 5,000
4/28/95 Moore, Gordon Chairman, Intel Corporation 100,000 100,000
(Woodside)
5/1/95 Cruttenden & Co. (Trvine) 1,000 1,000
5/1/95 Leach, Howard Chairman, Leach Capital 5,000 5,000
(San Francisco)
5/11/95 XILINX, Inc. (San Jose) 25,000 25,000
5/11/95 Montgomery Securities (San Francisco) 25,000 25,000
5/16/95 Boich, Mike President/CEO, Rendition 1,000 1,000
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule C) Total
5/23/95 Adaptec, Inc. (Milpitas) 25,000 100,000
6/30/95 25,000
2/7/96 50,000
5/23/95 Cadence Design Systems,  (San Jose & Milpitas) 25,000 75,000
2/9/96 Inc. 50,000
5/23/95 Hobbs, 1V, Franklin President, Dillion Read & Co. 5,000 5,000
(New York, NY) s
5/23/95 Stonewall Community (New York, NY) 5,000 20,000
7/28/95 Foundation 15,000
5/26/95 Volckmann, John Principal, J. Volckmann & 500 500
Associates
(Atherton)
6/5/95 Shultz, George Hoover Institution, Stanford 1,000 1,000
University
(Stanford)
6/9/95 Howard, Rice Law Offices  (San Francisco) 250 250
6/20/95 Ford Land Co. (Menlo Park) 5,000 5,000
12/20/95 Ford, Thomas President, Ford Land Co. 10,000 10,000
(Menlo Park)
6/20/95 Poole, Jr., Robert President, Reason Foundation 500 500
6/20/95 High Level Design Systems (Santa Clara) 1,000 1,000
6/27/95 Unz, Ron President, Wall Street 5,000 5,000
Analytics, Inc.
(Palo Alto)
6/27/95 Johnson, H. R. President, Watkins-Johnson 500 500
Corporation
(Palo Alto)
6/28/95 Watkins-Johnson (Palo Alto) 10,000 10,000
Corporation
6/27/95 Nissley, Harold President, Acorn Capital 100 100

(Los Altos)
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ,,

Source: Statements filed with the California Secretary of State by the Alllance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer : Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) {Schedule A) (Schedule B) (Schedule C) Total
6/28/95 Newport Diversitied, Inc.  (Irvine) 500 500
6/29/95 Cypress Semiconductor (San Jose) 35,000 200,000
6/29/95 65,000
1/18/96 100,000
6/30/95 Varian Associates, Inc. (Palo Alto) 2,500 2,500
6/30/95 Altera Corporation (San Jose) 5,000 115,000
11/8/95 10,000
1/24/96 100,000
4/11/95 Caine, Dan President, Legal Knowledge 5,000 5,000
2/9/96 -LF Systems (5,000)
2/9/96 (Newton, MA) 5,000
4/18/95 Palevsky, Max Self-Employed Investor 50,000 50,000
(Los Angeles)
Palevsky is on the Board of
Directors of Intel Corporation
5/2/95 Symantec (Cupertino) 200,000 200,000
2/6/96 - LF (200,000)
2/6/96 200,000
6/28/95 Integrated Device (Santa Clara) 100,000 200,000
1/26/96 Technology, Inc. 100,000
2/8/96 - LF (100,000)
2/8/96 100,000
6/30/95 KPCB VII Associates (Menlo Park) 100,000 100,000 200,000
2/29/96
4/10/95 Fenwick & West (Palo Alto) 10,000 19,000
12/1/95 9,000
7/18/95 Linear Technology (Milpitas) 5,000 50,000
2/5/96 Corporation 45,000
7/20/95 GAP (San Francisco) 15,000 50,000
2/13/96 35,000
2/8/96 Fisher, Donald G. Chairman, The Gap 250,000 250,000

(San Francisco)
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) {Schedule B) (Schedule C) Total
7/25/95 Emerson, Lee Outside Director of Oregon 100 100
Steel Mills (retired)
(Piedmont)
7/25/95 M.E. Fox & Co., Inc. (San Jose) 100 100
7/25/95 Gherini, Tom Self-Employed Consultant, 100 100
Gherini Consulting Service
(San Mateo) ’
7/25/95 Riordan, Michael CEOQ, Gilead 100 400
3/4/96 (Palo Alto) 300
7/25/95 Rock, Arthur Arthur Rock and Co. 1,000 2,000
3/8/96 (San Francisco) 1,000
7/25/95 Simon, William Executive Director, William E. 1,000 1,000
Simon & Sons Merchant
Banker
(Pacific Palisades)
7/25/95 Taube Investments, Inc. (Belmont) 500 500
7/28/95 Technical Film Systems, (Chatsworth) 100 1,100
2/20/96 Inc. 1,000
7/28/95 Bowles, George (retired) 300 300
(San Francisco)
8/1/95 Alden, Ellis Hotel Owner, Western Lodging 500 500
(Redwood City)
8/1/95 David D. Bohannon (San Mateo) 1,000 1,000
Organization
8/1/95 Ehlers, L. W. (retired) 100 100
8/1/95 Kenninger, Steven (Redondo Beach) 1,000 1,000
8/1/95 Tooley, William CEOQ, Tooley & Co. 250 250
(Los Angeles)
8/4/95 Edwards, William C. Self-Employed Investor 250 10,250
2/29/96 (Atherton) 10,000
8/4/95 Foothill Beverage Co. (Pomona) 1,000 1,000
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) {Schedule B) (Schedule C) Total
8/4/95 Van Kasper & Co. (San Francisco) 100 1,350
1/9/96 250
2/27/96 1,000
8/4/95 Flextronics International (San Jose) 3,000 3,000
8/4/95 Peterson Investment Co. (San Leandro) 100 100
8/4/95 CalMat Co. (Los Angeles) 1,000 1,000
8/7/95 Newman, Ellen President, Ellen Newman 100 100
Associates ’
(San Francisco)
8/7/95 Oracle Corporation (Redwood Shores) 5,000 100,000
2/9/96 95,000
12/15/95 Lawrence Ellison Chairman & CEQO, Oracle 5,000 5,000
8/11/95 Napa Valley Wine Train (Napa) 100 100
8/11/95 Watson Land Co. (Carson) 2,000 7,000
12/29/95 3,000
1/9/96 2,000
8/11/95 Advanced Micro Devices (Sunnyvale) 25,000 125,000
12/15/95 50,000
2/16/96 50,000
8/11/95 Weekley, Robert M. President of Residential 300 300
Development Lowe Enterprises :
(Los Angeles)
8/16/95 CARGO PAC, California (West Sacramento) 10,000 31,850
10/2/95 Trucking Association 10,000
12/21/95 10,000
1/19/96 1,850
8/16/95 Gomory, Paul L., Jr. Self-Employed, GA Partners 200 200
Executive Search Consultants
(San Francisco)
8/17/95 Schwetz, Jason (Westlake Village) 100 100
8/17/95 Baum, Dwight C. (retired) 100 100
(Pasadena)

Page 6




WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996 ,
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule C) Total
8/24/95 Measurex Corporation (Cupertino) 5,000 5,000
8/24/95 Marquardt, David A. Venture Capitalist, Technology 1,000 1,000
Venture Investors
(Hillsborough)
8/25/95 Intel Corporation (Folsom) 100,000 550,000
8/25/95 150,000
3/7/96 300,000
8/26/95 Web Service Co., Inc. (Redondo Beach) 1,000 10,800
1/15/96 4,800
3/7/96 5,000
8/28/95 Boyd, Katherine E. Self-Employed, Katherine E. 1,000 1,000
Boyd Interior Decoration
(Hillsborough)
8/28/95 Amgen Inc. (Thousand Oaks) 20,000 20,000
9/1/95 Sunrise Medical (Carlsbad) 2,500 2,500
9/1/95 Rexhall Industries, Inc. (Saugas) 2,500 2,500
9/1/95 Wishon, Keith CPA, Price Waterhouse 200 200
(Los Angeles)
9/5/95 American President (Oakland) 1,000 1,000
Companies Foundation
9/5/95 Kjos, Neil, Jr. (La Jolla) 5,000 5,000
9/5/95 Home Savings of America  (Irwindale) 2,500 2,500
FSB
9/8/95 Baxter, Frank CEO, Jeffries & Co. 500 1,000
10/11/95 (Los Angeles) 500
9/8/95 Actel Corporation (Sunnyvale) 5,000 15,000
2/13/96 10,000
9/8/95 McKenna, Regis CEO, Regis McKenna Inc. 1,000 1,000
(Sunnyvale)
9/8/95 Walton, John Self-Employed, JCL 10,000 110,000
2/21/96 Corporation 50,000
3/4/96 (National City) 50,000
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) {Schedule B) {Schedule C) Total
9/20/95 Rockwell International (Seal Beach) 2,500 30,000
12/23/95 Corporation 27,500
9/20/95 The Immune Response (Carlsbad) 1,000 1,000
Corporation
9/20/95 Kristovich, Baldo M. Lawyer, Baldo Kristovich 100 100
Attorney at Law
(Los Angeles) ,
9/27/95 Collins, Francis D. Self-Employed, Dream 100 100
Builders, Contractor Building
Developer
(Emeryville)
9/20/95 Greene, James H., Jr. Partner, Kohlberg Kravis 7,500 7,500
Roberts & Co.
(Hillsborough)
9/20/95 Kravis, Henry R. Partner, Kohlberg Kravis 10,000 10,000
Roberts & Co.
(New York)
9/20/95 MacDonnell, Robert 1. Partner, Kohlberg Kravis 10,000 10,000
Roberts & Co.
(Hillsborough)
9/20/95 Michelson, Michael W.,, Partner, Kohlberg Kravis 10,000 10,000
Trustee of Michelson Roberts & Co.
Family (Atherton)
9/20/95 Raether, Paul E. Partner, Kohlberg Kravis 9,999 9,999
Roberts & Co.
(Greenwich, CT)
9/20/95 Robbins, Clifton S. Partner, Kohlberg Kravis 5,000 5,000
Roberts & Co.
(New York, NY)
9/20/95 Roberts, George R. Partner, Kohlberg Kravis 10,000 10,000
Roberts & Co.
(Atherton)
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) {Schedule B) (Schedule C) Total
9/20/95 Stuart, Scott M. Partner, Kohlberg Kravis 5,000 5,000
Roberts & Co.
(Greenwich, CT)
9/20/95 Tokarz, Michael T. Partner, Kohlberg Kravis 7,500 7,500
Roberts & Co.
(Purchase, NY)
8/8/95 J.P. Morgan Services Inc. loans guarenteed by Tom 120,000 1,655,000
10/20/95 Proulx 60,000
1/16/96 (Wilmington, DE) 75,000
2/29/96 800,000
3/7/96 600,000
8/15/95 Allergan (Irvine) 100,000 100,000
8/17/95 Sigma Mangement I, L.P.  (Menlo Park) 100,000 100,000
8/17/95 Macromedia, Inc. (San Francisco) 50,000 50,000
8/26/95 Rogers, T. Gary CEO, Dreyers Grand Ice Cream 100,000 115,000
2/5/96 - LF (Oakland) (10,000)
2/5/96 10,000
3/1/96 15,000
9/12/95 National Semiconductor (Santa Clara) 50,000 50,000
2/5/96 - LF (50,000)
2/5/96 50,000
9/20/95 Fox, Saul A. Partner, Kohlberg Kravis 15,000 15,000
Roberts & Co.
(Atherton)
9/20/95 Gihuly, Edward A. Partner, Kohlberg Kravis 5,000 5,000
Roberts & Co.
(Woodside)
9/20/95 Golkin, Perry & Donna Partner, Kohlberg Kravis 5,000 5,000
Roberts & Co.

(New York, NY)
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,

Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule C) Total
10/2/95 Newhall Land and Farming (Valencia) 1,000 21,000
12/27/95 Co. 10,000
2/20/96 10,000
10/11/95 Pioneer Electronics (USA)  (Long Beach) 1,000 1,000
Inc.
10/11/95 Harb, Levy & Weiland, (San Francisco) 200 200
CPA
10/19/95 Maxim Integrated Products (Sunnyvale) 20,000 100,000
11/22/95 80,000
10/23/95 Sun Microsystems, Inc. (Mountain View) 50,000 50,000
10/23/95 O'Connell Landscape (Rancho Santa Margarita) 200 200
Maintenance
10/23/95 Dura Pharmaceuticals (San Diego) 1,000 6,000
2/14/96 5,000
10/27/95 Transamerica (San Francisco) 25,000 50,000
12/27/95 25,000
11/7/95 Hewlett Packard (Palo Alto) 15,000 121,900
12/1/95 7,300
2/2/96 85,000
1/1/96 14,600
11/29/95 Packard, David Chairman Emeritus, Hewlett 100,000 600,000
2/23/96 Packard Co. 500,000
(Sierra Madre)
11/22/95 Seaver, R. Carlton Partner, Seaver & Co. 250 250
(Sierra Madre)
12/1/95 Roth, Cruttenden (Irvine) 1,000 1,000
12/1/95 Merriman, Ronald & Partner, CPA 100 100
Kathryn (Newport Beach)
12/1/95 FileNet Corporation (Costa Mesa) 3,000 153,000
3/5/96 150,000
12/6/95 W.A.H. Consulting, Inc./ (Burlingame) 500 500

Sight & Sound Distributing
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) {Schedule A) (Schedule B) {Schedule C) Total
12/6/95 Merrill, Steven L. Partner; Merrill, Pickard, 11,831.58 11,831.58
Anderson & Eyre
(Menlo Park)
12/7/95 Hughes Electronics (Los Angeles) 30,000 30,000
12/13/95 Alexander, Santosh CEO, Telops Management, Inc. 100 100
(Santa Monica)
12/13/95 Herbert, Gavin Chairman, Allegan, Inc. , 2,000 2,000
(Irvine)
12/13/95 Morgridge, John P. Chairman, Cisco Systems 176.52 176.52
(5an Jose)
12/15/95 Allmond, Dr. Bayard W., Jr. (Berkeley) 25 25
12/15/95 Bernstein, Jerry Jerebe Co. 50 50
(Powell, OH)
12/15/95 SunAmerica (Century City) 5,000 25,000
2/12/96 20,000
12/15/95 Dolby, Ray CEO, Dolby Sound Inc. 1,000 4,000
2/27/96 (San Francisco) 1,000
3/1/96 2,000
12/15/95 Stern, Robert (San Luis Obispo) 500 500
12/18/95 Airtouch (San Francisco) 25,000 25,000
12/19/95 Arnel, George Argyros Biz  (Costa Mesa) 10,000 10,000
Account
12/20/95 Applied Materials (Santa Clara) 100,000 100,000
12/21/95 Howley, Peter A. Chairman, President, CEO, 100 100
AirPower Communications,
Inc.
(San Francisco)
12/21/95 Maxfield, Robert R. Self-Employed Consultant 10,000 10,000
(Saratoga)
12/21/95 Serafini Associates, Inc. (Santa Clara) 100 100
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule C) Total
12/21/95 Shackleton, Robert J. Partner, KPMG Peat Marwick 100 100
LLP
(Newport Beach)
2/9/96 KPMG Peat Marwick (New York, NY) 25,000 25,000
12/22/95 Stupski, Lawrence J. Vice Chairman, Charles 5,000 5,000
Schwab & Co.
(Tiburon)
12/29/95 Charles Schwab & (San Francisco) 20,000 20,000
Company
1/12/96 Charles R. Schwab Chairman and CEO, Charles 20,000 20,000
Schwab
{San Francisco)
12/22/95 Cook, Scott D. Chairman, Intuit Inc. 50,000 50,000
(Woodside)
12/22/95 Informix Software Inc. (Menlo Park) 50,000 50,000
12/27/95 Whittaker Corporation (Simi Valley) 10,000 10,000
12/27/95 First Interstate Bank (Sacramento) 5,000 5,000
12/27/95 Coast Federal Bank (Los Angeles) 5,000 5,000
12/27/95 Trimble Navigation Ltd. (Sunnyvale) 10,000 25,000
2/27/96 15,000
12/29/95 Northrop Grumman (Los Angeles) 2,500 5,000
3/7/96 2,500
12/29/95 Oakley (Irvine) 5,000 5,000
12/29/95 Pacific Enterprises (Los Angeles) 5,000 5,000
11/10/95 Collabra (Mountain View) 2,090 2,090
12/22/95 Markkula, Mike Chairman, Apple Computer, 111,562.50 111,562.50
Inc.
(Woodside)
12/26/95 Kramlich, C. Richard Managing General Partner, 11,025 11,025

New Enterprise Associates
(San Francisco)
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule C) Total
12/31/95 Networkers (Palo Alto) 5,000 5,000
12/31/95 VIVID Business Systems (Mountain View) 9,000 9,000
1/4/96 Pacific Corrugated Truck (Pomona) 300 300
Lines, Inc.
1/4/96 Glenborough Corporation  (San Mateo) 20,000 20,000
1/9/96 Potlach Corporation (San Francisco) 5000 5000
1/9/96 Jacobs Engineering Group, (Pasadena) 10,000 10,000
Inc.
1/18/96 Western Mutual Insurance  (Santa Monica) 125 125
Co.
1/18/96 Glynn Capital Management (Menlo Park) 1,000 1,000
1/18/96 WS]J Properties (Palo Alto) 3,000 3,000
1/18/96 Residence Mutual (Santa Monica) 125 125
Insurance Co.
1/23/96 Gaplin Motors, Inc. (North Hills) 10,000 10,000
1/23/96 C-Cube Microsystems (Milpitas) 50,000 50,000
1/26/96 Stanley, David H. Vice President, Legal and 1,000 1,000
Corporate Services, Informix
Software Inc.
(San Mateo)
1/26/96 Salquist, Roger H. Chairman and CEO, Calgene 500 500
(El Maceo)
1/26/96 Adept Technology, Inc. (San Jose) 5,000 5,000
1/31/96 Stratacom (San Jose) 7,500 7,500
2/2/96 Chevron Corporation (San Francisco) 50,000 50,000
2/2/96 BankAmerica Corporation  (San Francisco) 50,000 50,000
2/2/96 Superior Industries (Van Nuys) 5,000 5,000
International, Inc.
2/5/96 SyQuest (Fremont) 10,000 10,000
2/5/96 Molecular Biosystems, Inc.  (San Diego) 5,000 5,000
2/7/96 Caers Corporation (Los Gatos) 5,000 5,000
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary

(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule C) Total
2/7/96 California Microwave, Inc.  (Sunnyvale) 25,000 25,000
2/7/96 ParcPlace-Digitalk, Inc. (Sunnyvale) 25,000 25,000
2/7/96 Chance, Douglas C. (Portola Valley) 250 250
2/7/96 General Atomics (San Diego) 500 500
2/8/96 Ackerman, Peter Private Investor, Rockport 20,000 20,000

Capital, Inc.

(Washington, DC)
2/8/96 Franklin Resources, Inc. (San Mateo) 10,000 10,000
2/8/96 Dionex Corporation (Sunnyvale) 50,000 50,000
2/8/96 Mayfield Fund (San Mateo) 25,000 50,000
3/5/96 25,000
2/9/96 Avery Construction Co. (Mountain View) 1,000 1,000
2/9/96 Alliance Pharmaceutical (San Diego) 10,000 10,000

Corporation

2/9/96 LSI Logic Corporation (Milpitas) 25,000 25,000
2/9/96 De Dominic, Patty President and CEO, PDQ 100 100

Personnel Service Inc.

(Los Angeles)
2/9/96 Sequana Therapeutics, Inc.  (La Jolla) 5,000 5,000
2/9/96 Curris Logic, Inc. (Fremont) 100,000 100,000
2/10/96 Tuttle-Click Ford (Irvine) 16,667 16,667
2/10/96 Tuttle-Click, Inc. (Irvine) 16,667 16,667
2/10/96 Tustin Dodge (Tustin) 16,667 16,667
2/10/96 Biomagnetic Technologies  (San Diego) 3,000 3,000
2/10/96 Robertson Stephens & Co.  (San Francisco) 25,000 25,000
2/10/96 Basic American, Inc. (San Francisco) 50,000 50,000
2/10/96 Mark Feldberg Sep Prot Ti  (Carmel) 200 200
1/1/96 Con Xion Corporation (San Jose) 495 495
2/12./96 Genetronics, Inc. (Century City) 100 100
2/12./96 ISIS Pharmaceuticals (Carlsbad) 5,000 5,000
2/12./96 Gensia, Inc. (San Diego) 10,000 10,000
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule C) Total
2/12./96 Sybase (Emeryville) 50,000 50,000
2/12./96 Fabless Semiconductor (Dallas) 20,000 20,000
Association
2/13/96 Amylin Pharmaceticals (San Diego) 10,000 10,000
2/14/96 Rexball Industries, Inc. (Lancaster) 1,000 1,000
2/14/96 Amdahl Corporation (Sunnyvale) 50,000 50,000
2/14/96 Bowers, Ann S. Trustee, Noyce Foundation 1,000 1,000
(Palo Alto)
2/14/96 TRW, Inc. (Cleveland) ‘ 5,000 5,000
2/14/96 Huston, William T. President, Watson Land 5,000 5,000
Company (Los Angeles)
2/15/96 Vivra Incorporated (Aliso Viejo) 5,000 5,000
2/15/96 Prizm Pharmaceuticals, Inc. (San Diego) 500 500
2/15/96 Price Waterhouse (Washington D.C.) 25,000 25,000
2/16/96 Leonard H. Straus Chairman, Store of Knowledge 1,000 1,000
(Los Angeles)
2/20/96 Overland Data, Inc. (San Diego) 1,000 1,000
2/20/96 Giant Group, Ltd. (Beverly Hills) 17,500 17,500
2/20/96 Mycogea (San Diego) 10,000 10,000
2/20/96 Cytel Corporation (San Diego) 10,000 10,000
2/20/96 Jefferies & Company, Inc.  (Los Angeles) 20,000 20,000
2/20/96 Lidak Pharmaceuticals (La Jolla) 5,000 5,000
2/20/96 Brody, David Assistant to General Counsel, 100 100
Fremont General (Malibu)
2/20/96 Jamison, J. Burgess Partner, Sigma Management II, 138,160 138,160
L.P., (Menlo Park)
2/21/96 Software Technologies (Arcadia) 1,000 1,000
Corp
2/21/96 Aspect (San Jose) 50,000 50,000
Telecommunications
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule C) Total
2/22/96 Bowes, William K. Jr. General Partner, U.S. Venture 40,000 40,000
Partners
2/22/96 La Jolla Pharmaceutical Co. (San Diego) 1,000 1,000
2/22/96 Advanced Tissue Sciences  (La Jolla) 10,000 10,000
2/22/96 S3, Incorporated (Santa Clarita) 50,000 50,000
2/22/96 Pulizzi Engineering, Inc. (Santa Ana) 200 200
2/22/96 Corvas International (San Diego) 10,000 10,000
2/22/96 Arthur Andersen L.L.P. (San Francisco) 25,000 25,000
2/23/96 E.M.C. Corporation (Hopkinton) 10,000 10,000
2/23/96 3Com (Santa Clara) 50,000 50,000
2/23/96 Autodesk, Inc. (San Rafael) 50,000 50,000
2/23/96 Houghten Pharmaceuticals, (San Diego) 10,000 10,000
Inc.
2/23/96 KLA Instruments (Santa Clara) 5,000 5,000
Corporation
2/23/96 Fluegel, Frederick K. Managing Partner, Matrix 5,000 5,000
Partner (Atherton)
2/23/96 Bingham, W. Richard Parner, American Industrial 1,000 1,000
Partners (San Francisco)
2/26/96 VeriFone, Inc. (Redwood City) 25,000 25,000
2/26/96 Pacific Tetesis (San Francisco) 50,000 50,000
2/26/96 Cisco Systems, Inc. (San Jose) 50,000 50,000
2/26/96 Coopers & Lybrand (San Francisco) 25,000 25,000
2/26/96 Kurtzig, Sandra Founder, Retired Chairman & 10,000 10,000
CEO, The ASK Group (Menlo
Park)
2/26/96 Schlater, James M. Chairman, Molecular 1,000 1,000
Dynamics (Mountain View)
2/26/96 Carreker (Saratoga) 1,000 1,000
2/26/96 American Electronics (Sacramento) 7,500 23,000
3/7/96 Association PAC 15,500
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions

Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule C) Total

2/26/96 Futrell, Dr. Michael Physician, The Cardiology 200 200
Clinic (Shreveport)

2/26/96 Lucas Dealership Group, (Cupertino) 10,000 10,000

Inc.

2/26/96 Contractors Wardrobe (Valencia) 200 200

2/26/96 Alpha Transform, Inc. (Long Beach) 100 100

2/27/96 Irvin, Robert G. Chairman, ATI systems, Inc. 200 200
(Pacific Palisades)

2/27/96 Katell, Gerald L. President, Katell Properties 200 200
(Pacific Palisades)

2/27/96 Elliott, Sam Managing Director, Alexander 200 200
& Alexander (Manhattan
Beach)

2/27/96 Leegin (City of Industry) 1,000 1,000

2/27/96 Graham, Howard H. CFO, Informix Software 1,000 1,000
(Monte Sereno)

2/27/96 Conner, Donn B. President, Reed, Conner & 200 200
Birdwell (Los Angeles)

2/27/96 Alvarez, Ron VP,. Americas Informix 1,000 1,000
Software (San Francisco)

2/27/96 McConnell, Thomas C. General Partner, New 1,000 1,000
Enterprises Associates (San
Francisco)

2/27/96 Tai, William P. Partner, Walden (San 1,000 1,000
Francisco)

2/28/96 Sunkist Growers, Inc. (Sherman Oaks) 5,000 5,000

2/28/96 Russell, Christine A. Chief Financial Officer, Sygnus 150 150
Support (Los Gatos)

2/28/96 Haas, Cliff Partner, Sigma Management I, 23,287 23,287

L.P. (Menlo Park)
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) {Schedule C) Total
2/28/96 Woodson, Wade Partner, Sigma Management II, 26,750 26,750
L.P. (Menlo Park)
2/28/96 C.]. Segerstrom & Sons (Costa Mesa) 15,000 15,000
2/28/96 DHL Airways, Inc. (Redwood City) 10,000 10,000
2/28/96 Allied Telesyn International (Sunnyvale) 1,000 1,000
2/28/96 Union Oil Company of (El Segundo) 75,000 75,000
California dba Unocal
2/29/96 Adobe Systems (Mountain View) 200,000 200,000
Incorporated
2/29/96 Atlantic Richfield Company (Los Angeles) 25,000 25,000
2/29/96 Sherman, Steven E. Partner, Sherman & Sterling 500 500
2/29/96 Lauder, Laura Partner, Lauder Pariners 5,000 5,000
2/29/96 Halprin, Stephen E. General Partner, Oscoo 1,000 1,000
Ventures (Portola Valley)
2/29/96 Auspex Systems, Inc. (Santa Clara) 5,000 5,000
2/29/96 Hambrecht & Quist Partner, Bryam & Edwards 10,000 10,000
2/29/96 Hichcock, F.E. Jr. Chair/CEOQO, Hitchcock 1,500 1,500
Automotive Resources
(Industry)
2/29/96 Insync Systems, Inc. (Milpitas) 5,000 5,000
3/1/96 Warner Development (Huntington Park) 5,000 5,000
3/1/96 Crane, Christopher A. Self employed (La Jolla) 100 100
3/1/96 Rosenthal, Leon E. retired (Hillsborough) 100 100
3/1/96 Van Ness, W. Denman Partner, Olympic Venture 1,000 1,000
Partners
3/1/96 Messmer, Harold M, Jr. CEO, Robert Half International, 1,000 1,000
(Menlo Park)
3/1/96 NEA Development Corp. (Baltimore) 25,000 25,000
3/1/96 National Venture Capital ~ (Arlington) 10,000 10,000
Association
3/1/96 Tencor (Mountain View) 25,000 25,000

Page 18



WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..
Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996 '
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule C) Total
3/1/96 Goldman, Richard N. Chairman & CEQO, Goldman 10,000 10,000
Insurance (San Francisco)
3/1/96 StorMedia, Inc. (Santa Clara) 25,000 25,000
3/1/96 Conceptus, Inc. (San Carlos) 5,000 5,000
3/1/96 Penederm, Inc. (Foster City) 2,000 2,000
3/1/96 Johnson Machinery Co. (Riverside) 10,000 10,000
3/4/96 Whiting, Douglas L. V.P., Stac Storage & 2,500 2,500
Communications (Carlsbad)
3/4/96 Applied Digital Access (San Diego) 10,000 10,000
3/4/96 Wathen, Thomas W. Chairman, Pinkerton's, Inc. 1,000 1,000
(Encino)
3/4/96 Sippi, Roger retired, Visigeaic Software 10,000 10,000
(Woodside)
3/4/96 Public Storage, PSCC, Inc.  (Glendale) 100,000 100,000
3/4/96 Bush, James E. Physician (San Diego) 100 100
3/4/96 Southern California Edison (Rosemead) 25,000 25,000
Company
3/4/96 Morgan Stanley & Co., Inc.  (New York) 50,000 50,000
3/4/96 Farr Company (El Segundo) 1,000 1,000
3/4/96 Dolby Laboratories, Inc. {San Francisco) 1,000 1,000
3/4/96 The Lurie Company (San Francisco) 5,000 5,000
3/4/96 XOMA Corporation (Berkeley) 10,000 10,000
3/4/96 Ash, C. William self employed (Half Moon Bay) 500 500
3/4/96 Paine, F. Ward Partner, Oscco Ventures 1,000 1,000
3/4/96 Alza Corporation (Palo Alto) 2,500 2,500
3/4/96 Landec Corporation (Menlo Park) 1,000 1,000
3/5/96 Draper International (San Francisco) 500 500
3/5/96 Volz, William J. (Saratoga) 100 100
3/5/96 Ammirati Regulatory (Los Altos) 100 100
Consulting
3/5/96 Dickman, John D. Chair & CEO, Affymetrix 250 250
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wHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..
Statements filed with the California Secretary of State by the Alliance to Revitalize California,
ds covering January 1, 1995 to March 9, 1996
(LF- md,cates the amount of loans forgiven)

Source:
Perio

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule C) Total
—————
3/5/96 Sutter Hill Management (Palo Alto) 10,000 10,000
Company
375796 Silicon Valley Bank (Santa Clara) 2,500 2,500
3/5/96 Orbit Semiconductor, Inc.  (Sunnyvale) 5,000 5,000
375796 Kvamme, E. Floyd Partner, Kleiner Perkins 51,040.38 51,040.38
Caufield & Byers (Menlo Park)
376796 76796 Heidrich, A. Grant, 11 Partner, Mayfield (Menlo Park) 10,000 10,000
—3—/—67{9"6/ Genentech, Inc. (South San Francisco) 25,000 25,000
3/6/96 Sevin Rosen Bayless (Dallas) 20,000 20,000
Management Company
376796 76796 Sevin Rosen V (Dallas) 15,000 15,000
Management Company
376796 Sevin Rosen Management  (Dallas) 15,000 15,000
Company
376796 Northwest Venture (Kirkland) 3,000 3,000
Services Corporation
37679 Verity, Inc. (Mountain View) 2,500 2,500
3/6/96 Schock, John Partner, Asset Mangement Co. 1,000 1,000
(Woodside)
—?7/_6756/ Asset Management Co. (Palo Alto) 1,000 1,000
3/6/96 Mouri, Richard self-employed landlord (South 500 500
Pasadena)
376796 Euphonix, Inc. (Palo Alto) 1,000 1,000
376,96 Jones, Robert Trent, 1 (Palo Alto) 250 250
376,96 Jarve, John W. General Partners, Menlo 1,000 1,000
Ventures (Atherton)
376796 John H. Kautz Farms (Lodi) 200 200
W Centigram (San Jose) 10,000 10,000
Communications
Corporation
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..
Source: Statements filed with the California Secretary of State by the Alliance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule C) Total
3/7/96 Grossman, Allan L Attorney at Law, O'Melveny & 500 500
Myers (Los Angeles)
3/7/96 Institutional Venture (Menlo Park) 10,000 10,000
Management IV
3/7/96 Exxon Corporation (Irving) 25,000 25,000
3/7/96 Ultratech Stepper, Inc. (San Jose) 5,000 5,000
3/7/96 Interwest Management (Menlo Park) ) 5,000 5,000
Partners 111
3/7/96 Western Atlas, Inc. (Beverly Hills) 25,000 25,000
3/7/96 Kalb, Jeffrey C. President and CEOQ, California 1,000 1,000
Micro Devices (Saratoga)
3/7/96 Yellow Cab Co-Operative, (San Francisco) 500 500
Inc.
3/7/96 Insignia Solutions, Inc. (Mountain View) 1,000 1,000
3/7/96 Hausman, Warren H. Professor, Stanford University, 100 100
Dept. Engineering (Stanford)
3/7/96 Acuson Corporation (Mountain View) 25,000 25,000
3/7/96 Cowart, Jim C. Chairman and CEO, Auroa 5,000 5,000
Electronics, Inc. (Irvine)
3/8/96 The Contrarian Group, Inc. (Newport Beach) 1,000 1,000
3/8/96 COHU, Inc. (San Diego) 2,000 2,000
3/8/96 Integral Capital (Palo Alto) 4,670 4,670
Management II
3/8/96 Network Appliance (Mountain View) 25,000 25,000
3/8/96 Young, Eric A. General Partner, Canaan 1,000 1,000
Partners (Palo Alto)
3/8/96 Mumford, John B. Partner Crosspoint Venture 1,000 1,000
Partners (Los Altos)
3/8/96 Franz, Inc. (Berkeley) 250 250
3/8/96 Pyramid Technology (San Jose) 35,000 35,000
Corporation
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WHO'S REALLY BEHIND PROPOSITIONS 200, 201 and 202 ..

Source: Statements filed with the California Secretary of State by the Alhance to Revitalize California,
Periods covering January 1, 1995 to March 9, 1996
(LF - indicates the amount of loans forgiven)

Occupation/Employer Monetary Loans Non-monetary
(as listed on filing with California Contributions conitrbutions
Date(s) Contributor Secretary of State) (Schedule A) (Schedule B) (Schedule Q) Total
3/8/96 Integral Capital (Menlo Park) 5,330 5,330
Managment 11
3/8/96 Novell, Inc. (Orem) 25,000 25,000
3/8/96 Pyxis Corporation (San Diego) 9,950 9,950
3/8/96 TriQuint Semiconductor (Beaverton) 10,000 10,000
3/8/96 Carlisle, Doug Partner, Menlo Ventures 8,880 8,880
{(Menlo Park)
3/8/96 Doerr, John Partner, Kleine Perkins ~ 46,295.50 46,295.50
Caufield & Byers (Menlo Park)
3/9/96 Tunney, Frances R, Jr. Corporate Vice President, 100 100
Allergan, Inc. (Newport Beach)
3/9/96 Network General (Menlo Park) 10,000 10,000
Corporation
3/9/96 Sierra Semiconductor (San Jose) 50,000 50,000
3/9/96 Synopsys, Inc. (Mountain View) 10,000 10,000
3/9/96 Wind River Systems, Inc. (Alameda) 2,000 2,000
3/9/96 Coherent, Inc. (Santa Clara) 5,000 5,000
3/9/96 Horowitz, Joseph H. Venture Capitalist (Atherton) 1,000 1,000
3/9/96 Bartsch, Russell & Moeller  (San Diego) 100 100
Ltd.
3/7/96 Berg, Carl President, Berg & Berg 250,000 250,000
: (Cupertino)
TOTAL 742774860  3,325,549.00 203,622.50 10,956,920.10
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“Is AUTO INSURANCE
REFORM BILL 1762 PERFECT?
NO, IT IS NOT."

“1$ IT A TREMENDOUS
IMPROVEMENT OVER

TODAY’S $YSTEM!?

YES, IT IsV”

— Andrew Tobias,

Financial Writer, Sofnware Author,

and Consum=r Acvocate

SUPPORT
AUTO
INSURANCE

REFORM |

A meszage prosented in the pubbe interest
by State Farm Insurance.

ollewing liters3y vears of discussion, the 1995
Hawaii Stvie Legislarure passed Auto Insurance
Recform Bill 1762, which will save Hawaii consumers
HUNDREDS OF MILLIONS OF DOLLARS
aanually, by curting auro insurance raies by an average 43%,
Bill 1762 achicves this by mkiag the “no-fule” concept Sreraily,
so that cach poiicybolder's family will be protected by thr
ewn insurance coverage. 1f you're in an accident, you're coversd.
No lawszies, no delays, 20 huge legal bills,

And by reducing lawsuizs, lowering legzl expenses, remeving
incentives to inflate claims, and cutting administranive costs,
Bill 1762 helps reduce premniums even while incrzasing coverage.

But certain special intezest groups are pressuring for a veto,
They claim “losing the right to sue” isn't worth the savings to
zll of us...though rhey £il to mention that the “right ta sue™ is
worthless if you're injured by an uninsured driver with 7o asscts
to go after. They also say we should go back next year 2nd
stare all over again...mezawhile, they're happy to profit fom
the current system.

The simple face is thar consumers will sec § IQNFFKRNT
savings of moncy, time, 2nd hassle under the now system.
Hawnii can go from one of the highest insurance rates in the
country,  among the fowest.

Ifyoud like to see Auto Insurance Reform Bill 1762 signied 1nto
law now, plaase call, fax, or write your state legislators todzy, and
CALL THE GQVERNQR'S OFFICE AT 586-0014, or
fax 566-0005.

The Honolulu Advertiéer; p‘aé:e‘ B6

Wednesday, June 21, 1995
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‘ o Ms. Rosemary Shahan

Motor Voters
1500 W. El Camino Ave., Suite 1419
Sacramento, CA 95833

Dear Rosemary:

I can appreciate your desire not to get bogged down in a debate over issues
that are of little importance to your organization, so I’d like to propose a
very modest step you could take to insure that more of your time and
energy is not wasted on this. Just send Harvey Rosenfield a letter
instructing him not to cite you or your group as opponents of our
initiatives, and send us a copy.

I realize that you would prefer simply to do nothing. But keep in mind that
we feel very strongly about the causes we are fighting for and will be very
aggressive in taking on our opponents. So unless you are prepared to
defend your position (and we do intend to put the individual signatories to
the statement on the spot), you need to do something to stop Harvey from
citing you as an opponent.

I am sorry that you didn’t call me or anyone else at Voter Revolt or the
Alliance before you signed the statement. I could have explained to you
that in addition to the other good things no-fault would do for consumers.
it would help promote safer cars. Under no-fault, insurers pay benefits to
cover injuries suffered by their own policy holders. That makes it possible
for your insurer to offer you a bigger discount for airbags and other safety
devices since your use of them saves it money. Under the present liability
system, your insurer covers you primarily for harm you cause to others, so
your use of an airbag saves it very little (or nothing if you only have liability
insurance). As a result, there’s no reason for your insurer to offer you
much of a discount for an airbag.

Pléase, take the time to at least speak with us and consider all of the
arguments on both sides of this debate...or remove yourself from the
campaign against us.

Sincerely,

A

Michael Johnson




P.0O. Box 1980
Santa Monica, CA 90406

February 11, 1996

Mr. Andrew Tobias
787 N.E. 71st Street
Miami, Florida 33138

Mr. Tobias:

For eight months, you have been arrogantly hectoring
consumer advocates across California with telephone
calls, faxes, rambling letters and e-mail, threatening
to publicly punish them if they do not withdraw their
opposition to your insurance industry, Wall Street and
Silicon Valley big business initiatives, Propositions
200, 201 and 202.

You and your minions warned Rosemary Shahan, founder of
Consumers for Auto Reliability and Safety, to “keep in
mind that we feel very strongly about the causes we
are fighting for and will be very aggressive in taking
on our opponents. So unless you are prepared to defend
your position (and we do intend to put the individual
signatories on the spot), you need to do something to
stop Harvey from citing you as an opponent [of the
initiatives].” (July 31, 1995 Alliance letter).

You have privately threatened to hold a news conference
denouncing Consumers Union, publisher of Consumer
Reports magazine, for its opposition to your measures.

Last Friday, you made good on your threat to disparage
those who oppose you by publishing a petulant, false
(not to mention wildly egocentric) full page
advertisement attacking University of San Diego law
professor and children’s rights advocate Robert
Fellmeth in the USD student newspaper, for “opposing
universal auto-injury insurance for children,” and
suggesting that he had “put the interests of
lawyers...ahead of the interests of injured children.”
(Vista, February 8, 1996).

Finally, yesterday, you attacked Ralph Nader at a
hearing in the state legislature on Proposition 200,
claiming that his opposition to Prop. 200 is based on
financial support from attorneys.




All this mud-slinging is from someone who is neck deep
in insurance industry and corporate muck (and money) ——
from Hawaii, where State Farm paraded you around the
state’s news media in support of no fault auto
insurance legislation and paid for your advertising, to
California, where insurance companies and big
businesses are funding your campaign to screw consumers
and big Wall Street investment firms actually paid you
to promote the initiatives in California.

Your clumsy, brash efforts to intimidate reputable
citizen advocates have, of course, been a failure (even
the one person who you claim has changed his mind as a
result of your calls, Reverend Cornelius Taylor, told
us he still opposes the initiatives but told you he
didn‘t just to get you off his back. In any case, the
California NAACP is opposed). While the coalition
opposing Propositions 200, 201 and 202 is a uniquely
diverse group of civic leaders, we have one thing in
common: most of us have spent our lives fighting
powerful, wealthy special interests like your political
bedfellows. ‘

However, while your targets may have chosen not to
bother to respond to your remarks, I belleve the record
needs to be set straight.

In contrast to what you told Rosemary Shahan, no fault
will not prevent injuries or deaths or safer cars. In
fact, the absence of personal responsibility which is
"the hallmark of no fault leads to increased
-recklessness and drunk driving -- as studies have
suggested.

Consumers Union, which supports some form of no fault,
opposes your Prop. 200 (and the other initiatives)
because they are grossly unfair and arbitrary and give
insurance companies and other institutional wrongdoers
too much control over consumers. (Bob Hunter, the
founder of the National Insurance Consumer Organization
and presently Insurance Director for the Consumer
Federation of America consumer advocate, shares the
same view of Prop. 200).

And, contradicting your effort to bully Bob Fellmeth,
Prop. 200 is demonstrably disastrous for children,
whose death in a car accident caused by a reckless



driver is worth little more under no fault than the car
they were driving in. Should a child be left
permanently disabled, Prop. 200 offers only a pittance
in medical benefits, no wage loss and no compensation
for a child’s lost potential as a productive member of
society. By the way, as California’s State Bar monitor,
Robert Fellmeth did more to protect consumers against
errant lawyers than anyone else in California. His work
is in marked contrast to your initiatives, which would
remove consumer protections and leave consumers
vulnerable to lawyers for insurance companies,
swindlers and toxic. polluters.

Finally, as for yesterday’s cowardly attack on Ralph
Nader’s credibility: Nader has been America’s public
citizen for the consumer’s health, safety and economic
well-being for thirty-five years. Nader advocates
highway and auto safety, and he has worked to encourage
the insurance industry to do the same. When it comes to
defending and advancing the civil justice system to
protect Americans who are injured by the misbehavior

of others, Nader leads the way, and has welcomed the
rest of the nation, including attorneys and insurance
companies, to recognize the consumer protection issues
at stake and join the cause.

When lawyers undercut consumers’ interests, as they did
in Texas recently and in California in 1988, or when
lawyers propose settlements in airline or automobile
class action lawsuits that give consumer too little,
Nader has intervened in strong opposition. When
insurance -companies jack up rates without justification
or sponsor proposals to enrich themselves at the
expense of injured motorists, from Hawaii to Rhode
Island, Nader can be counted on to stand up for the
average person.

Nader has never benefited personally in any way from
any of his work. He has never accepted one dollar for
his efforts on behalf of consumers. And, contrary to
your false statements -- standard fare from the
insurance industry republished by a magazine that is
funding your initiatives -- the many non-profit groups
Ralph has launched have probably received more
donations from insurance companies than from lawyers.

That an abusive booster for insurance companies and
corporate America like yourself has been masquerading



as a consumer advocate is pitiful enough. As far as we
can tell, the only evidence you offer for that
proposition is a “media service” award you once
received from the Consumer Federation of America. Your
effort to associate yourself with CFA has since been
repudiated by the CFA's affiliate, the Consumer
Federation of California, both of which oppose your
initiatives. If you are a consumer advocate, so is
Charles Keating, State Farm, Kohlberg Kravis and Al
Shugart.

But to try to discredit your opposition by going after
legitimate consumer advocates is something we simply
will not tolerate.

Under our democracy, people like yourself are free to
use your wealth to access the legislative process --
even to advocate the denial of access to the judicial
branch to everyone else but you and your rich buddies.
California has a tradition of welcoming newcomers to
participate in our lively political culture. But you,
your big money and your big mouth have worn out your
welcome in California. Why not peddle your proposals in
Florida, where you would have to live with them
yourself? <

Harvey Rosenfield
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An apen letier 12 Professor Robert Fellmeth

Dear Professor Felimeth:

You call yoursclf a “children’s advocate.” yet you sigred an unfair. inaccurate
statcment vilifying three initiatives that will be on the March ballor In so doing,
among other things. you are opposing universal quto-injuty insurance for children.

Right now, if a child is hit by a car, the great likclihood, as you surely must
know or should at [east give me an opportunity to explain. is that today's lawsuir
auto Insurance system will provide lite or nothing. Prop 200 wuld automatically
provide up o $r million for actual denizges and up to £250.000 for pain and
suffering. And chat wauld apply o every child in the state under 18 withour
exception. Even with a hit and run. Even if hit by an uninsured metorist, Even if
it was the child's fault

Right now, If a child is badly injured while riding in 2 car. today's lawsuit auta
insurance system will ordinarily provide far less than Prop 200. Every child would
be¢ covered— cven the children of uninsured motorists.

Furthermore. unlike today. il an insurer dragged its fe2t in making payment, our
initiative would Impose a 2%-a-month {24% annual) Interest penalty. And unlike
today. cur initiative would guarantes that child the right t= sue the recaleltrant
insurcr for bad faith,

Forget RAND's estimare that drivers wili save an average of 48% on auw injucy
insurance when they buy Prop 200's million-dollar standard poficy — a savings middle
class familics could use to hetter care for and educare their children. We would like your
support simply on the basis of Prop 200's universal coverags fior kids.

Is it possible you would put the interests of lawyets, who stand o lose 2.5 billion
a year If Prop 200 passcs, ahead of the incerests of injured children? I @an't Imaginc
you would, and yet ac present that's axactly what you arc doing.

You have never answered any of niy laxes (cxcept the very first one, when you
didn't realize who t was); never taken of returned my phane calls: never responded
to my repeated dinner invitations. Others, like Revercnd Tzylor of the NAACP, have
disassociated themselves from the June 29 statement you signed, yer vou won't
even discuss it. Is this the standard of intellectual debate ar your Law School?

Sincerely.

[

Andrew Tobias

Pald for by Andrew Tobiss, auther of The /nmvisdle Aankers: Everything (A¢ Psurzree Indicstry Never Weoied 19U o Knzw
2nd winper of die Consumer Federation of America Media Sovics Award,
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Children’s Advocacy Institute

February 9, 19¢&5
Vista Editor

Dear Editor,

On February B8, Vista ran a full page paid ad by an
"Andrew Tobias" accusing me personally of forsaking children
because I have failed to support publicly an initiative backed
by the insurance industry. The ad is not entirely accurate.

Mr. Tobias did contact me and asked us to disavow some
comments made about him, and {for our support Zcor his
initiative. I was well aware of his identity, since he
formulated a ™Managing Your Money" software system for
personal finazncss that I use. It is an excellent product.
And, judging from his initiative, Mr. Tobias should Zocus on
software.

Contrary to his statements, I did respond to him and have
correspondence between us in my £ile. I have declined to
support his initiative, joining Ralph Nader and most consumer
groups which have studied it, including the largest: Consumers
Union of the United States. Nor do other child advocates
generally support it. His approach has been to threaten to
attack me perscmally if I did not issue a public statement
supporting his position and disavowing various criticisms of

him. And he vowed to issue his attack through paid ads in my
hometown. Mr. Tobias has the spoiled personae of the rich kid
who says: "you better do as I say, or I’ll tell your mother

you hit me." Such an approach is rarely persuasive cver the

age of ten.

The ad hominem characterizations of Mr. Tobias shculd not
distract from the proplems with Proposition 200. Parts of it
have merit and we agree with Consumers Union that a strong
case can be made for no-fault insurance for minor accidents.
Contrary to the traditionzl position of the trial lawyers, a
great deal is wasted in litigating issues of fault in close
cases with little injury. The public court and attorney costs
can often exceed the amount at issue.

But this measure is poorly drafted for many reasons, and
on balance children will not benefit from it. For example, if
an irresponsible driver seriously injures a child, medical
payment is limited to policy limits, which can (and will) be
commnonly set at $50,000. That amount will not meet the needs
of children who suffer serious, permanent disability. =Zven if
the driver is egregiously at fault and is fully and easily

Dammivera Tim- Toh 3 R.UADY Print
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capable of payizg for ths iz’ury he has caused, he cannot be
’ sued. He is immunized cateccrically.

The measure has an escace valve to lift recompense higher
- but only if the driver is "=scaping a felony," hauling
hazardous wastes, or is convicted of drunx driving. Only the
last happens with any frequeacy. Thus, it would allow full
medical cost recovery whare the offending driver is drunk, buc
not where he 1is mentally deranged or driving totally
irresponsibly for a hundred cther reasons.

The needs of the child zre not taken into account, and
children particularly suffzr since they often have the

greatest need Zor assistance above the $50,000 mark. The
lines of this initiative are drawn so the measure can be sold
as "hard" on unpopular drunk drivers. We believe that the

criminal conviction will adéress that issue - not arbitrarily
limiting medical recompense in tort to the victims of
convicted drunk drivers and :immunizing virtually everyone else
from any civil liability for their carelessness.

Mr. Tobias scme years ago proposed a "pay at the pump”
auto insurance plan. It assessed a small gas tax add-on to
make sure everyone would be covered in a reasonable system.
We backed his model when it was introduced in California. But
it ran into heavy special izterest opposition. Rather than
courageously taxing on the wrong-headed, Mr. Tcbias has chosen
to join cne of several profit-stake interests in the mix — the
insurance industry. That industry unsurprisingly tends to
favor high premiums and lcw claim pay-outs. The utopian
benefits Mr. Tobias cites are achievable only if there is a
source of funding such as his previous proposal would provide.
In contrast, Proposition 200 will <£inance its promises
substantially through the denial of benefits to many who are
wrongly injured.

I regret that Vista chcse not to let me know about this
full- page ad attacking me personally. I learned of it only
after its publication. Allowing me to respond in the same
issue would be consistent with jourmalistic standards, and
would facilitate first amendment debate. - particularly where
the publication is a monthly. Whatever the comments of Mr.
Tobias may be worth, I hope and trust that my campus newspaper
Vista received full and substantial payment for them.

Verv_gincerely,
. 2

Rokert C. Fellmeth
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Page # 4 of 25

LS tate U cov riod
liance to Revilalize California ID#950300
| : Amount
Date Name and Address Qccupntion/Employer This Period ~ Cumulative
4/18/95 1 Arrow Trust, c/o Price Walerhouse $25,000.00 $25,000.00
1880 Century Park East, Suite 1600 '
Los Angeles, CA 90067 '
4/18/95{Robert Joost altorney $2.000.00 $2,000.00
1208 Geranium Street NW US Department of Transportation
Washington, DC 20012-1734 ) o
4/18/95| Profiles in History $5,000.00 $5,000.00
345 N. Maple Drive, Sulie 202
Beverly Hills, CA 90210 , .
.4/28/95|Gordon Moore Chairinan, Intel Corporation $100,000.00 | $100,000.00
100 Canada Road
Woodside, CA 94026
5/1/95|Cruttenden & Company $1,00000 | . $1,000.00
18301 Von Karman, Sulic 100
Trvine, CA 92715
5/1/95|Howard Leach Chairman, Leach Coplial $5,000.00 $5,000.00
101 California Street, Suite 4310 -
San Francisco, CA 94111 ™
5/1/95}Andrew Tobias Self-Bmployed Writer $10,000.00 | $10,000.00
787 N.B. 713t Streel Speaking services donated to
Miami, FL. 33138 ARC, resulting in payment from
. Keppler Associates, Inc.
4350 N, Fairfax Dr., Suite 700
Arlington, VA 22203
SIS IXILINX, Inc, ’ $25,000.00 $25,000.00
2100 Logic Dive
San Jose, CA 95124
5/11/95|Montgomery Securilics $25,000.00 { $25,000.00 |
600 Montgomery Sireet
San Prancisco, CA 94111 ) ~
5/11/95{ Andrew Tobias Self-Bmployed Writer $12,500.00 $22,500.00
787 N.E. 71st Street Speaking services donated to
Miami, FL 33138 ARC, resulting in payment fram
' Towers Perrin, Centre Square East
1500 Markei Si, Philadelphia, PA
19102-4790
SUBTOTAL] $210,500.00

Continned on Next Page

0, |




CXHIBIT I\



' Loans Rcoclvcd |

Vv

Suu:mcnl covers period (rom Fcbmary 11, l996 l!mmgh March 9, 1996

\lllance to Revitalize California, A Committee far Propasmons 200, 201 and 202 Pago # 21 of 44
DH#950300 : :
Lender Information Guarautor Information
- Cumnutative Cumulative
Due Dale/ Amount te Date Amount to Date
Date Name and Address (LIG) Qecupatisn/Emplaver § Interest Rate of Loan Guaranteed  jCalendar Yearj
2/19/96 }3P. Morgan Services Inc. Due: 326/96 $300,000.00 }$1,055,000.00
902 Market Street Interest ‘ _
Wilmington, DE 19801-301% L [Rate: 875%
Tom Proulx Scil-Employed ‘ $800,000.00 | $1,055,000.00
539 Fletcher Drive Consultant
Atherton, CA 94027 .
3/7/96 |1 P. Margan Services Inc. Due: 32686 | $600,000.00 | $1,655,000.00
902 Maskes Street fnterest © ' |
Wilmington, DE 19801-3015 Rate: 475% :
Tom Proulx Self-Employed _ $600000.00 | $1,655,000.00
519 Fletches Daive Consoliant
Atherton, CA 94027 N - , '
3/1/96 [Carl Berg dont jDue: 326/96 $250,000.00 } $220,000.00
10050 Bandley Drive erg & Derg Interest - S
Cuperting, CA 93014-2188 Rate: .8.75% .
SUBTOTAL] $1,650,00000] SUBTOTAL}  $1,400000.00
Loans Received - Part ! Summary , , , i
1. Amount recoived of $100 or more this period. __!_IM_ ,
2 Amount received under $100 this perlod. : > -30.00
3. Total foans recsived this period. TOTAL Sl 65000000
Loans Recsived - Part [l Summary '
4. Loans of $100 or mare repaid. 3531.30000 i
5. Loans under $100 repaid. ' - - $000)
6, Total loans repaid. ' TOTAL]  $58130000)
7. Net Change this period. NET '

$1.068,700.00




Schedule B - Part I: '

Califarnia 1994 Form 419

Stalement covers period from October 1, 1995 thwoogh December 31, 1993

" Loans Recelved
‘nce to Revitallze California ID#950300 Page # _ 9 of 36
Lender Information ﬁuarantgr Infermation
Cumulative Cumultatire
. . A Due Date/ Amount ta Date Amount ta Dale

le " Name snd Address (LIG) QOccupatio/Employer | loterest Rate|  ofLoan _[Calendar Year] Guaranieed

195 {1.P, Morgan Services Inc. . Duec: 3/26/96 { $60,000.00 | $180,000.00
902 Maskel Sueel . inicrest ‘
Wilmlngton, DB. 19801-3015 ’ Rado: R75% ) )
Tow Praulx . Solf-Employed $60,000.00 | $180,00000
539 Fletchor Drive Consultani
Atharion, CA 94027

5796 x%__ ervices Ing, -‘Due: 36196 | $75.00000 | $255,000,00
901 et Sreet Interost ————
Wilminglon, DE 19801-3015 Raie: 8.75% . :
Tom Proulx .o Seif-Bmployed $75,00000 { $255,00000
539 Fietchor Drive 1 Consuitan|
Atherion, CA 94027 . .
‘ i ) SUBTOTAL] $135,000.00§ SUBTOTAL]$135 00000

8 Received - Past I Summary ' )

nount recelved of $100 or more this period, $1335.000.00

maount recoived under $100 this period. N $0.00

1tal Joans recelved this period, TOT. $135,000,00

& Recelved - Pari 1 Summary L

vans of $100 or mors repaid. l 322400.00 ‘

Jans under $100 répaid. $0.08

»tal loans repald. . TOTALY $22,400.00

¢t Change this period, NE’I’I $112,600.00

0
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Paymcnts Made by an Agcm or Indcpcndr.m Confractor
NS

ance lo Rcv!lalm Californla 1DK950300
Name: Pelllssier Cammunications ’

* 8476 Whispering Oak Laxe .
Onmpvsh, CA 95662

. Namanndl\dd:wol‘

l .’_‘_‘”_“_ vl
: Egghcad chmmx Soﬁwm
7129 Greenback Lans
|Citrus Helghts, CA 95610

Amount

$504.60 |

Ju.an Thomas A, Prouls
539 Fletcher Driva -
Atbm‘ou CA 94027

TOTAL

$504.60

' Namnmd Address of

Reno Alr
P£.0, Box 30059
" {Reno, NV 89520-3029

9/23/95 RA SFO-LAX-SFO
10/1155 RA 8JC-LAX L

4 10/1/99 RA LAX-8IC '

Southwest Alrlines Cs. 10/4/95 SJC-LAX $16l oo
kﬂo Box 36611 10/13/95 SICLAX $144.004

ve Field, Dallas, TX 75235-!6“ 10/1395 LAX-SIC $72.00

" jUnited Airlines 9/13/35 SFO-LAX-SFO $201.00

.0, Box 6064 9/20/95 SFO-SD-SFQ $158.00

o, ML 48121 11/3/95 $FO-LAX-SFO $201.00

Alaska Alr 9/30/1995 SIC-Palm Springs . 343300

P.0. Box 63900 10/1/95 Palm Springs-SIC | sm_oo#
Scaulu, WA 98168 -
n"&xecudvn Ist Aviatlon, Inc, 10/11/95 SIC-SNA-SIC - $2.964.50
P.O. Box 369009 '
Columbus, OH 432369099 . .
Desest Springs Marriol 1071795 Deacri Palm Speings Mucrio $306.93
74-855 Country Club Drive
- {Palm Dosert, CA 92260
-’ Chic Limowlne . 97705 $380.00
641 B, Arques Avenue
Sunnyvale, CA 94086 . '
Nailonal Conference of - Chedstians and Jews - $500.00i .
965 Milsalon Sireet, Sulta 430 ‘
_|San Francisco, CA 94103-2921 ' .
Prouix Subtatall  $2.287.30

Conlinued on Next Pogs

Califosmia 1994 Form 419
Slatcmen covers pctiod from October 1, 1995 through December 31, l995
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UNITED STATES DISTRICT COURT
NORTHERK DISTRICT OF CALIFORNIA
8AN JOSE DIVISIOR

In re SEAGATT TECENOLOGY

SECURITIES LITIGATION MASTER FILE NO.

C-B4=20756 (A)-WAL -

-

DECLARATION OF

*his Docusent Relates To:
PETER PAGE

AL ACTIONS

et U it Nt Nt Nl At N gt

1. 1 ap a rasident pf Mountain View, californinm.

1. Durfsmg calendar yoars 1533 and 1984 I was Tarninal
Manager for ¥ST ITransportation. Inc,, s freight forvarder bassd in 3an
Joge. Ax Terminal Xannger I vaa in. chmrge. of FPST's cperations.
muring thix time ona of FST'n wajor customers wes Seagate Technology

("Haagate®),

— e




-

Ac the end of quarters in calendar years 1983 and l984,

2 i 3.
3 g Beagats clesred out its varshoucos. IFST vas directed to maxe plcxk-
‘ 4 Eps on weckendg, holidays and late at Right, ax wars cther truckars
t é Such a5 NOorth American Van Linea. On thess oeccasions, many of rs1'a
6 piox~upg vera brought to FET's wvarehovses in ganta Clara or fan Josa.
. 7 ¢. I Ysmewber particularly obs quarter end, sither in
8!l Decemher 1983 or June 1584, vhen trailer truck loads of disc drives
§i{i arrived all night, ontil well past aidnight. at rer‘a wviralcusa from
10{| Ssagate. In all, Seagate stored in ¥sT's wvarghotse an that oécasicn
1] 280 pallets of dizc drives, at 96 disc drives per pallet. Thasa 250
12 pallets vers kapt in the warahouss until a¢ least into the follovwing
13 Bonth.
" 5. m-;nuy, in at least 85% Of tha cazes, Seagats prapaid
% a1l of FET's chargew, including sny charyes for wershousing drives.
I declare undar penalty and parjury that the foregeoing is true
If and corzect to the beust of »y lnovledge. Ixecuted this Sth day of
hl Dacerbsr, 1969, in Sunnyvala, ealifornia.
18: _
19 oY N
20 \ : //
21 \2{:35\3‘«\/
% PETER rar()
£ .
24
25
26
o
28 -
: 2
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UHITED STATES DISTRICT COURT

10 NORTRERN DISTRICT OF CALIFORNIA
11} BAN JOSE DIVISION
12“
13;
14
In ve STAGATI TECHNOLOGY )
15! SZcURTTIES LITIGATION © ) MASTIR FILE Nu.
) C=84=20786 (A)-WAI
16} .,_._)) .
7| This Document Relatas To: } .
' ) ) DECLARATION OF -
183 ALL ACTIORS ) GEORGE ARMOUR. }
19ig - |
20
21 i. I a5 a resident of San Jose, California, i
o) 2. During calendar ycars 1983 and 1984, I wvorkad as an ;
indapandent contwastayr with PET Tranwportation, Inc. ("F&P*). During
23 A
2 this tizme FP5T parformed trucking servicas for Beagate Technology
, a5 ("Sangaren). I psrsonzlly trucknd' materials among various Sezgats
25 facilitisn in Scottn Vallay. I also trucked rasv materislies and partn
2.15 to Seagate ir Scotts Vallay and drove finished goods, which consisted
. i
: of disc drives, from Ssaghata’s ficotts Valley facilities eo other
28

{', locationc., asong these locatians to vhich I would truck finighed
. ol
: : 1
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goods from Seagate verc the San Jose Alrport, the San Francisco
Alrport, PST’'s warahouses in Santa Clara or San Josa, and a perking
lot in Bcotts Vallay.

3. Tha parking lot in Scotts Vallay waich I referred to in
tha preceding PRragraph used to be At OT naxt to the location of an
amusewent park called Santa‘'s Village. (1 baliave this parking lat
ic now used a2x = parking Jot for ridasharars.] In this parking lot
rsT, acting for Saagnte, parked larye tractor trailars filled with
tinizhed gonds frop eagata‘'s Scotts Vallay facilities. Teae tractor
trallers ware backsad up, rear door to rear door, and locked, and there
ware mecurity guards patrolling the prazises. Yn additien to finiahed
goods from Seagate's Scotts Vallay facilitiaes, thore ware also
contained fn tractor trajlers parked in this lot rawvw matarials or
parts. I understood that thess yaw matariala or parts were storsd in
this lot so that Besgate would notr have to recerd ther in Sasgate's
invantory for particular pgriods. '

4. At Qna wtj.r.e thare vore up to six full tractor trajlers
parked in this parking let at santa's village. These tractor trailers
stayed 3T The santa’s Village parking lot for four to eight months on
at lanat some occiSions, The traacor trallers vers lessed by FPAT from
AYF, a truck leasing businexrc hased (n St. Louis with offices in san
Joma. Sn at least two occasions I pileked up trucks LYOR AJF's
facilitiex {1 San Jesea, drove thees Traldtor trajlers to the Santa's

Village lot, and then returned thosa same trailers to AJ? six monthe
1ntar. As far ¢@ I Xnow. on ThAess tvo occasiona the tractor trailers
that I piocksd up at AJF and subsequently returned to AJT bad 4t all
timec remained in the Santa‘s Village parking lot £illed vich Ssagate
finished goode. rav msterials, or parts.

—— ¢ it —— - " § Tt b 3§ ® Gt et 4 bn s




10

W O o3 o 0 = W N

i
|
|

5. ‘fTha trucking that T did for Seagats vas especially hectic
at the close Of quartars. It wag st this vise in particular that 1
and other truckers plcked up finished goods ar disc drives 2rom
Sengats's Scotts Valley facilities and diove them to the Santa's
Village parking lot for storage or alss to FST's warshstses for
storage. Y understand that scuatises disc drives were stored in ¥sT's
warehouses for saas Amunt. ‘;f tine. In addition, sometimss tractor
tratlars €ilisd with finished goods would atay on FBT'e pranisas for
&t laast two or threc days. Gansrally, at the and of the quarters
Auring calendar yehrs 19831 and 1984, I and athar FET truck drivers
assignad to Seagate busindss would work sixtaen or eightaen hour deys.
T b-liav; that other sngat- truckers, apart from FST, generally
worked very loang hourz at quarter end, fIncluding North Azarican Van
Linas.

I declare Under penalty 4nd parjury tiat the foregoing ia true
Bnd corract to the bast of my knowlsdga. Zxecutad this Sth day of

Dacezbey, 1989, in\San Jose, California.
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MEMORANDUM

DATE: November 15, 1995
TO: Tom Proulx
FROM: ARC Campaign Senior StafT

RE: Steinberg polling data; no-fanlt

Arold Steinberg rccently conducted an exhaustive
public opinicn survey on all three of our proposed initiatives. His
results reveal a great deal about the probability of our success and
the strategy most appropriate for our campaign.

Steinberg polled an unusually large sample of likely
California primary voters. A total of 1800 interviews were
conducted between August 16 and August 31. The sample was
divided into three parts. Each of the 600-person subsamples were
asked detailed questions about onc of our three initiatives.
Additionally, all 1300 respondents were asked numerous questions
that applicd to all three initiatives. Thus Steinberg’s sophisticated
methodology penmits us to make reliable assumptions about the three

initiatives individually and as a package.

Main Conclusions:

Given 1800 respondents and 102 different questions
asked of some or all of them, the data collected is voluminous.
However two very salient points emerge that are of particular

interest Lo us.

1) The data clearly indicate that no-fault auto
insurance has a better than 50-S0 chance of passage...if it is

perceived to be part of an overall tort reform package.

2) If voters believe that consumer groups are
afMiliated with both sides of the battle, the prospects for adoption
of no-lult insurance are very lavorable. Voter attitudes about

lawyer and legal abuse: |




The following questions were asked of all 1800 respondents. No interpretation
is necessary 10 understand their meaning or importance,

Which is closer to your view about lawyers and lawsuits?
a) Lawyers stir up litigation, like boasting in TV ads about how much money they can

get you for accident injuries? 75%
b) Lawyers do not stir up litigation, they simply represent people who need help. 18%

Which is closer 10 your view about the fees that lawyers are paid from lawsuits?
a) These fees are too high; they cncourage lawyers to file unnecessary or frivolous

lawsuits. 80%
b) These fees are not too high; they cncourage lawyers to fight hard for their clicnts’

rights. 13%

Which is closer to your view about the amount o litigation we have?
a) We have too much litigation, because many lawsuits should never have been filed or

should have been settled out of court. 37%
b) We do not have too much litigation, becausc most lawsuits are necessary to protect

people’s rights. 8%

Which is closer to your view about how litigation affects the economy?
a) Litigation hurts our economy, because lawsuits burden businesses with unnecessary

costs, raising prices and eliminating jobs. 68%
b) Litigation helps our economy work, because lawsuits protect consumers against

dishonest businesses and unsafe products. 21%

Which is closer to your view about the number of lawyers we have?
a) We have too many lawyers, and, as a result, too many lawsuits. 78%
b) We do not have too many lawyers, because they are needed to get people their day

incourt. 15%

Which is closer to your view about how our Tegal system works?
a) [t works unfairly like a lottery, resulting in some injured pcople getting far more than

they deserve, and others getting little or nothing. 64%
b) It works fairly in most cascs, allowing mjurcd people to get pretty much what they

deserve. 29%

The order in which these questions werc presented was randomly rotated, as
was the order of the two alternative responses presented in cach qaestion.
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These numbers speak for themselves. They are a powerful indication that if we
can frame the debate around these issues, we can win.” The Voter Revolt people among
us point out that the polling numbers in support of auto insurance reform in 1987 were
on the same order as these numbers in support of legal reform. That is, before
Proposition 103 even got on the ballot, voters started out in favor of a generic auto
insurance reform initiative by margins in the neighborhood of 85% to 15%. It was this
lopsided maryin that convinced them that Proposition 103 could win, cven without an
advertising budget. Our campaign begins with comparable numbers on legal reform,
and will have an advertising budget. '

Voter attitudes about the three-initiative package:

After the series of questions above, Steinbery asked all 1800 respondents the
following question:

Let me ask you about some ideas to deal with the issues we just discussed. No-fault
auto insurance eliminates lawsuits for auto accident injuries, because each driver
collects from his own insurance company. Attorney fee limits would limit to 15% the
contingency fees that lawyers could charge for cases that settle quickly but would allow
clients to pay more for lawsuits that take longer. Loser pays in shareholder lawsuits
means if a group of shareholders sues their own corporation, the losing party pays the
winning party's legal fees. Generally speaking, do these ideas seem to you to be

mainly:

1) Good ideas . 62%
2) Bad ideas 17%
3) Unsure/don’t know 21%

The order of presenting the three ideas was randomly varied and appearcd to have little
impact on the outcome.

Voter attitudes about each of the three initiatives:

Steinberg then asked ail 1800 respondents about each of our initiatives
scparately. Given the publicity and advertising likely to result from the campaigns for
and against thesc initiatives, which will lead to unusually high levels of public
awarcness, hie used the same bricf descriptions above rather than the cumbersome and
difficult ballot language. The descriptions were recast as ballot initiatives and once
again the order was randomly varied.
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Vote on no-fault auto insurance initiative:

Yes: 63%
No: 25%
Undec. 12%
Vote on attorney fee limits initiative:
Yes 70%
No 21%
Undec. 9%
Vote on sharcholder litigation initiative:
Yes S2%
No 31%
Undec. 17%

Voter attitudes on each initiative after *push™ questions:

At this point in the survey, Steinberg divided his samplc of 1800 respondents
into three groups of 600 each, Each group was assigned to onc of our three initiatives
and was asked a long series of questions in which numerous pro and con arguments
were presented about that particular initiative. Thus the “push™ was in both directions.
Steinberg tried to mimic the campaign scenario by presenting strong arguments for and
against the initiative in question. At the end of this series of questions, the respondents
were once again asked about their vote on the initiatives. Brcaking out the three
groups separately, the results were as follows:

Of the 600 presented with pro and con arguments on the no-fault initiative:
there as a 7.5% increase in their support as compared to their initial vote.

Of the 600 presented with pro and con arguments on the fee limits initiative:
there was a 2.2% increase in their support as compared 1o their initial vote.

Of the 600 presented with pro and con arguments on the shareholder litigation
initiative: there was a 2.8% decreasc in their support as compared to their initial vote.

Steinberg’s before-and-after vote results indicate that if we can frame
these issues around lawyer and legal reform, 1) we will be able to prevent much of
the erosion of support for no fault that usually occurs during the coursc of a
campaign, and 2) the no fault and contingency fee limits initintives have a better

than average chance of winning.

In addition to the general conclusion above, Steinberg’s resuits on the impact of
individual pro and con arguments on each of the three initiatives provides a road map
for us with respect to our own message stratcgy and the counter arguments we will
nced 1o most cifectively meet the lawyers’ campaign.
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Voter attitudes: lawyers vs. insurance companies:
Steinberg asked all respondents the following question:

Thinking about any plan to deal with the way in which lawyers and insurance
companies function in our society, would you more likely look for guidance from:

He then divided the sample into three randomly selected subsamples of 600

cach, and presented cach sub-sample with a different pair of alternative answers to this
question. Each pair of altemative answers were also randomly varied with respect to

which was presented first or second. The results follow:

1) A coalition of insurance companies. 28%
2) A coalition of lawyers. 3%
1) A coalition of consumer groups and insurance companies. 42%
2) A coalition of consumer groups and lawyers. 33%
1) A coalition of insurance companics. 15%

60%

2) A coalition of consumer groups and lawyers.

Thesc painings reveal a great deal about how we can change the usual dynamics
in a no fault initiative battle. The difficulty of passing a no fault initiative under the
usual circumstances is revealed in the last pairing. When voters perceive the battle to
be between insurance companies on the one hand and a coalition of consumer groups
and lawyers on the other, they are overwhelmingly inclined to side with the lawyecrs.
Howecver, when consumer groups arce perceived to be on both sides of the issuc
(the sccond pairing above), the lawyers drop from 60% support to 33% support, J
and the insurers rise from 15% support to 42% support, thus giving the insurer
side of the battle a 42% to 33% edge.

" Looking at this data from another angle, in a straight-up contest between
insurers and lawyers (the first pairing above), lawyers prevail 33% to 28%. However,
when consumers are added to both sides of the equation (the second pairing above),
the lawyers realize no benefit and remain exactly where they were before at 33%, but
the insurers move up 14% to 42%, a 9% advantage over the lawyers. This
observation underscores the critical importance of Voter Revolt being put
forward as an equal partner in the fight for no fault and the other initiatives.

Other data: lawyers vs. insurance companies:

Before any questions were asked about the initiatives or about tort reform
1ssues, Steinberg asked a series of questions that began with the query:
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Thinking about different groups in socicty, please give me your opinion of each
group [ mention. Pleasc use a 1-t0-6 scale, with 1 meaning not favorable at all and 6
meaning very favorable, Remember, 1-2-3-4-5-6, the higher the number, the higher
your opinion of the group I mention.

Summanzing the results and collapsing vanations used within each category on
subsamples of the total 1800 respondents, these are the results;

Businesses, pro-business organizations, and corporations 4.0
Consumer groups 3.9
Insurance companies, mutual insurance companics 3.0
Elccted officials, politicians 2.6
Car dealers, used car dealers 2.5

2.4

Lawyers, trial lawyers, personal injury lawyers

Given the extremely large sample size from which these numbers are derived,
the differences, especially between insurance companies and lawyers, are highly
significant statistically. It is also important to observe the esteem that these high
propensity primary voters have for businesses, cspecially given that we are likely to be
cast as the pro-business side in the coming battle. The label is not likely to hurt us with
thesc voters. In fact, it is clear that the opposite will be the case.

Conclusion:
Steinberg came to the following conclusion in his study:

“Our key finding is that when tort reform issues arc presented to the electorate,
a coalition that includes consumer groups and insurance companies would be more than
competitive with a coalition of consumer groups and lawyers. The opportunity for
reform is especially propitious given the type of electorate surveyed here, an attempt to

simulate 2 March, 1996, clectorate.

“The research convinces me that no fault auto insurance has a better than 50-50
chance as part of an overall tort reform package. This very substantial study indicates
that once people see no fault within the context of an overall reform package, its
chances of passage are enhanced. Indeed, when voters undcrstand that the battle is not
insurance companies against lawyers, or insurancc companics against both lawyers and
consumer groups, but that consumer yroups are divided on the issue, with some
consumer groups affiliated with either side, then the prospects for adoption of no fault

insurance arc very favorable.”
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CALIFORNIA TRIAL LAWYERS ASSOCIATION
LAS VEGAS
OCTOBER 18, 1991

PROPOSAL

Submitted by Bill Zimmerman

PREAMBLE : .

I hope this wiil be ¢a2 of the shoriar proposals you receive todey, If yoo are

* locking for multi-colorsd charts and pages of boilerplas stuck between slick plastic
covers, we're the wrong peopls for you. Our firm is small, end intentionally so. We
doa't teke over czmpaigns. Wa build them. To suit Out of existing resources, with
expertise and talent specificzlly assembled io get the specific job done. We choosz
not o bring the szme bloated si2ff 10 every candidate we work with, or every s=!2 we
worX in, or every issue we work for. We thiak that is a better way to run our ow2
cormpany, a better way to sp=zd our client’s money, and, ultimately, a better wey o
win on Electica Day.

EXPERIENCE

Since 1975, I have mzs:2ged, or produced paid media (edverdsing) for, more
polidical campaigss thea I can count. Actuzlly, I stopped coucting at 143, These
carmpaigns included candidetas running for President, Senator, Governor,
Congressperscan, Mayer, Clity Council, Stai2 Assembly, and more, Much of this work
took place in Cslifornie, the rest in 15 other states across the couairy. Among thess
campaigns were numerous loczl and statewide ballot initiatives, primarily in
Celifornia.

Lt Sanad oa Remled e~ <



FAMILIARITY WITH THE ISSUE

In 1987, [ assistzd in the drafting of Proposition 103, and was responsible for
several of its provisiozs. Following its submission, I managed the signature
gathering effart on its behalf, and leter all aspects of its ultimately successful

campaign.

Since the passege of 103, I have sarved as the Political Director of Votar
Revolt, and have workad side by side with Harvey Roseafield in the effort to eaforce
the Proposition. In 1989-90, I wes the cempaign marager in Conway Collis'
unsuccessful race for Insurance Commissioner. During the past four years, [ have
had occasional contact with CTLA steff zad officers, especially in recent months
when we worked togeiher 10 develop stret2gy in opposition to a possible 1992 so-
fault initiative,

NATURE OF THE COMING CAMPAIGN

The defest of no-fault, in the Legislature ang ca the ballot, requires
substaatial consumer involvement. Poblic distrust of lewyers means that CTLA
carirot be the only voice of opposition. A delicate balsnce must be struck that
enables trial lawyers sad coaswmess to wark together to achieve a common goel

It remains for focus group £ad polling research (o show us the bast way to
structure this collaboretion. For example, separate orgznizations, one consumer and
the other trial lawyer, may be best. Or, e!t2mnatively, we might avoid distracting side
issues, like campzign sponsorship, by overtly combining consumers and trial lewyers
inio & single effcrt. The answer to this quastion can szd shon!d be determinead
empirically throngh research.

Regardless of the investment madz in paid advertising to oppose & no-facit
initietive, substantal free media (press) work will be required. This press work must
be creative, in arder to get attention, end cedible, to move opinion once artention is
focused on the issue. Advertising slene is aot enough o win this battle, 25 wes
arply dermonstrated by our victory with Proposition 103 while record expenditurss
on behalf of Propositicas 100 and 104 did not prevent their resounding defeat.

If consurner invoivement in opposidon to no-fezlt i3 important, [ em able to
play a unique role in m2naging it. Iam now, and alweys have besn, pert of tha
leadership of Yoter Revolt. Iam a persoznal friend of I-2 Arlook, the National
Director of Citizen Action, and am currez:ly a consulizat to his organizetion. IZzve
a longstanding involva=ent in consumer sctivism, and :m well mown to, end rested
by, other lesders of consumer activist groups who mig=: play an important rol= in the



coming campaign. Iem a friend and occasionel colleborator of Ralph Nader's, who,
more than anyone, could have a decisive role to play in the coming year.

Perhaps most crucial, and most dzlicate, will be the involvement of Harvey
Rosenfield in the effort to defeat no-fault. Harvey's celebrity and credibdility, Quee
very high with respect to the insurance issue, bave now waned. But a creative
campaign could easily resurrect them, l2sving him in position to play & powerful role .
in opposition to no-fault. But Harvey's effectiveness can only be maintained if be
remains independent; thus the delicacy of the reletionship, and the need for careful

rmanagement of it.

OUR FIRM AND ITS RELATIONSHIP WITH CTLA -

I will mm now to the specific questions reised in your October 8, 1991, lefer
to prospective political consulisats.

My partnes, Pacy Markman, acd I manage politicel campaigns, creste polidcal
communications strategies, and produce political advertising. Formerly, Mr.
Markman had g distinguished, 25-yezr, cereer in commercia] advertising es a
copywriter and crestive director, af the end of which be was Executive Vics President
end & member of the Board of Direstors of DDB Needham, one of the lergest od
egencies in the worid. Pacy has woa virtugily every copywritng award thers is,
including 15 CLIQ's, more than anyone I know. He left advertising to devote himself
to politics, afier mooalighting as a political medis person for many years,

If you were to hire our company 10 mansge, or Co-manage, the cempaign
against no-fault, you would get Pecy and me, No one else, [ would build the
campaign by combining hired specislists with CTLA stsff and CTLA's current
consultznts, end then integrate them with the consumer orzenizations thet could be

- involved. Asmenager, I would supervise and coordinais the work of them zll. The

namre of the specialists, and the sxtent of reliznce on existing CTLA steff and
consultants, would be determined by research and the campaign strategy and plen that
emerges from it. ' -

CTLA has built a strong st2ff operstion, now weil- seasoned in the iniicacies
of statewide initiative campaigns. It &lso recsives highly capable press assistence
from the Metzger firm. It wou'd be pointless and wasteful to ignore this experience,
rather than to integrate it, (o the maximum ex:eat possible, into the cempeign against
no-fault. There are no jobs or responsibilities that [ wou!d caiegorically exclude
CTLA seff or consultants from performing for the campeign without 2 specific
stratezic reason for doing so.
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With regerd to same of the questions you raised about CTLA leadership and
staff involvement in contracnng. strategy, and day-to-day operanons. my approech is
quite simple. If CTLA is paying for the eiffort, CTLA should be in control of it -- at
all levels, Naturally, I would make recommendations in all three of these areas, and
would probably hzve a strong point of view every time. If CTLA lost coafidence in
my recommendations and judgments, there would be little point in my forcing the
issus through contrecteal obligations. We would simply part company.

I think the cammpaign against no-fenlt, as well 25 CTLA as 2n ongoing
organization, would be significantly strengthened if evary aspect of the operation
required understending and epprovel from & small group of well-informed CTLA
officers and staff. Obviously such aoproval requires effort on the pert of the
individuals involved to stay well-informed. I would be happy to manage ths
campaign subject to sech an spproval process, especially if week-to-weak decisions
required aversight from only one ar two people, while a larger group was respoasible
for month-to-moanth dacisions,

COMPENSATION

Compensziion is negotublc. Since qur ﬁm is merely prowdmg youwith a’
perdon ofmy time, 2ad 10 @ lesser extent Mr, Markmen's time, the fes we would
charge would be datermined by the partion we agreed would be aporopriate at the
van'ous stages of the campaign. As 2 rough yardstick, if one-bslf of my total time
were required, we would bill at $9,000 to $12,000 per month (depending on media
cormmissions) to covar my selary and our limited offics overhisad.

We would also axpect io be involved in the paid media (advertising) work
done far the campzign. As you know, this wark entails a 15% commission on &ir
tme and print spacs purchases. Aloog with Mr. Markman, I have th¢ capacity, 2nd
the experience, to hendls every zspect of p=id advertising, from writing the scripts to
taping the spots 10 buyisg the tme. We are willing 10 share th2 15% coramission
with others, if necassary, or rebaie a portioa of it back to the campaign. The exact
formela for doing this, owever, will depead on the nature and extent of the work
involved, samething we cannot know until much later in the effort. We would be
happy to leave such a dzterminstion to funwe negotiations.

With respe<t to contrects with other vendors, we would enticipate a situation
in wkich all line it2ms i1 the campaign budgat were subject to CTLA approval.
Similarly with all contracts for consuliants 2ad vendors.

Since the ecusal campeiga hesdquarers might concelvesly be in any of
severzl locations, I have one adcitfonzl requiremment. If the campaizn is

F 1N
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headquartered outside my offics, I want one full-time administrative assistant who
could be paid directly by the campaiga or through my company. :

MISCELLANEOUS

Two issues remain. Yes, I would be availsble to 22ad other meatings, far
sxample, with local trial lawyer groups around the stats. And, no, I 2m not able to
!l you ebout other 1992 campaigns in which we wiil be warking, We are in
zegotiations with several. However, I am willing to fully inform you of these
relationships as they develop, and I am willing to eccept limitations in the number of
cther campaigns we 2ke on, once we know how much of my time will be required by
CTLA. .
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MEMORANDUM
DATE®: August 19, 19§51
TO? Buddy Herzog
Wayne NcClean
Lanny BEaquina
FROM:; B8ill Zimmerman
RE: Pro-activa strategy

T have hot yet sean the focus group report, but
ragardless of how many "silver bullets" the focus groups
have ravealed for use againet a no=fault initiative, we
stlill lack a pro-activa strataqgy and an effactive counter
initiative, Hers ara some ideas that might bs the basis
for further discussion to £111 that void. .

I know CTLA nenmbers are not big fans of initiative
campaigns, and I hesitate to recommend one as part of a
gtratagy in the present contaxt, but I beliava CTLA would
have much to gain by sponsoring a constitutional
amendmen* iniviativea.to_protect the tort systanm.

I' Ao wrreray I YYErAeninpla, three= or four-
sentenca statament, for example, "No law shall limit any
citizen's right to seek jugt compensation for damage or
injury suffered bacausa of nagligence or malice by
ancthar party. Ner ghall any law pravent decisions in
such mattars from being made by a jury. Nor shall any
govearnment ¢ntity attampt to regulate the right of a
cllent to entar into a ralatienship with an attorney
hirad to reprasent him in such Battsrs." The wording
isn't vary slegant, but you gat the idea.

An initiativa like this could be tha baglis rfor
countaring an attempt by the induatry to regulata
attorneay fees, a8 Wwell as a lang=-tara pro-active prsdect
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for CTLA {n which the ocrganigzation ls positioned as
previding a publie gervice thyeough a campaign that
enphagizes the hercic role ¢f the crusading atterney
winning Justice for victins ¢f corporats abuse.

The campaign en behalf or an initiative like this
would have a great deal of intuitive appeal to voters.
We saw in the foocus groups heow committad pecple are to
the ldea that wrongdcers sliculd ba held reaponsible for
thelr actions, and, if givan the right RKind of
hypothatical situaticn, the idea that justice sometinmes
roquires high lavels of compensatisn. While pacple are
predisposaed to dislike attorneve, they are alaeo
predispoged to faver the kind of Jjustice delivared by the

tort system.

The campalgn t¢ win such an initiative weuld algoe
face sarious opposition. The inaurars would claim that
the initiative was tantamount to a jaob frataction act for
lawyaerg. Ncnetheless, I doubt thay would presvall. Wwe
would respend by inviting vetays to read our very simple
initiative thenselves and see that it is written entirely
from the standpoint of protecting thair rights. The
insurars weuld countar that the lawyaers wera paying fer
it, and wa would say that the insursrs veze pay!ng to
defeat it. In the end, faced with a larga scals,
contradictory, campalgn of this nature, I beliave tha
voters would read the initiative themselves and maka up
their minds in our faver == if 1t vers briaf, sasy to
understand,; and claarly writtan with thelr pazrceived
sall-intarest in umind.

I know it ia easy to dismiss this idea by saying
that once lawyer sponsorship is revealed, we ars goners.
But I do not think that {s the case. PFor example, cona
could run & S0-second apet that opens by raminding
viawers of tha controversy surreunding the initlative,
continues by asking then to make up their own minds by
listening tc tha full text of the initiative (it could ke
that short!), and than concludes, whers the spongorship
line usually &ppears, with something lika, "This nmesszage
was brought to you, proudly, by the lLawvyers Committaes for
tha Pubklic Interast,!" or seme such cezmittae name. If we
teek that posture during the campaign -- that this was an
issue glsarly in the public intereat, and that lawyazrs
everywhaze were proud to stand behind {(t -- we could both
insculate the public againat cppositisn argumenta, and
also begin the long-tarm inmage-bullding sc nacessary for

CTLA.
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Thare ars othey reasong f£ao¥ making a move like thisg,
and at this tinme. If such an azendment wers addsd to the
constitution, it would probably mean the snd of the MICRA
law. A good deal of support might he available, beyond
CTLA's ysual rescurces, £or & cazmpaign that would have

this cutcema.

Tinally, you nasd ta ¢onsider the fact that yaur
closeat frlaends in the lagislature night ngt be lang for
thelr positions. Givan tara limits, you nust face the
real posgikility that tha currant legislative leadership
may not survive much longer, and avan Democratic econtrol
may be loat. It might be an agprcpriata time to take
nanageable riaks in the present to avoid baing put into
unwinnable situations in the future.

S0 much for the first {nitiative. Lot me now
furthar viclate your disinclination toward initiatives by
suggesting another. The sacond {nitiativa doas net
Taprasent A pre-activa moeve, but rather a defansiva play
to back tha induatry off plans ts sponser a no=-fault
initiative. This initiativa would force mutual insurancs
companias ts divide surplus income amonyg thaeir
shareholdezrs and policyholders instead of squirraeling it
away in resarves. An initiative like this would also
have intuitive appsal to vetars, and would be ssan as a
way to gat at least acoma of the insuranca coumpanies to
act responsibly toward their polisyheolders. Given
percaptions that the cempanisa ars doing vor¥ wall
financlally, nost guopl- would probably ses it as only
failr that they divide their wealth among these entitlad

to share in it.

Obviously this (nitiative would net serve as an
effective ceuntar initiative 1f the industry went to the

ballot with a no-fault law. But it might be used ts back
tham ff auch a plan, 1f ve could damcnstrata through

focus groups and polling that it had a decant chance %o
win on electign d4ay.
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Tens of thousards of
people are already happy
wth this fong distance
serace.

AT&T would charge you
for theee rrinwites for this
call Phone Funders bills
you for the tme you use-
in six-second incfements.
That means big savings.

This will be up to
15% less than

you are paying

now.

Ten pefcent™ of thws
total will go to Voter
flevolt Gmng 1o a
BOOU CRISE was iever
eqses

Call this number for
QuesLons about your bt
Call thes number for easy
creda f you meschal

AN EASY WAY TO PUT
YOUR MONEY WHERE
YOUR MOUTHIS...

Here's a long-distance company that will give Voler
Revolt, 10%™ of your phone bill every month. And
your phone bill will be up to 15% less than AT&T,
MCIand Sprint. That's what Phone Funders long-
distance s alf abouwt,

When you switch to Phone Funders, you won't
notice any difference. And that's great. Your calls
will still be carnied over the finest, Y00% fiber-optic
lines. You dial *1* and your number, just as you do
now. There are 24-hour operators, just fike AT&T,
MCI, and Sprint.’ You can call anywhere in the
world, any tne of day or night.

But, when you open your long-distance bill every
month, you'll see a difference. A big ditference.
Because Phone Funders offers you a money-
saving service that was once only available to
business,

AT&T, Sprint and MCH* all bill their residential
customers by the minute. Say you make a call that
lasts 2 mitites, 5 secamds They will bill you for a
full 3 minutes. But Phone Funders, which bills In
six-second increments, would only charge you for
2 minutes and 6 seconds. A minute here, a dollar
there, it can really add up. Even premiim
programs, hke Reach Qut Ametica and Friends
and Fanuly don't save you as much.

You save up to 15%, Voter Revolt yets 10% ol
your bill It's that easy t's that terrific.

FOR MORE INFORMATION,
CALL PHONE FUNDERS AT:
800-466-5859

‘Registered rademarks of these compantes.
“The actual percertage varies shghtly depending on time
of day calls are made

' A |

2 YES, SIGN ME UP!

I want lower rates, and | want Voter Revolt to
get about 10% of my long distance bill every
month, .1 am not fully satisfied with this
service, | can end it at any time with no
obligation.

1 hereby suthorae Phane Fundets, nC , on behatl of Voter fevoit
0 act oy m,nalmhmu.m;rnnry nlereschaye long
Untace Ca e Fundey stany Al [ ¢ an have only one Jong
dntance Carties [0F & grven phone number | unde snd that Ny
focal telephone Compal n\)&ﬂwawwmtmﬂp
{ihe natonat mucu") B0} for the switch | alsa undersiond
that | witt receme 2 separdie bill 1of fony dnlance serwee |request
iy 1oc telephorne company 0 nlorm me prat 10 any hiue
change n my mnter exc carner I for any reason Phone
Furisers, nc, on behall of Voter Revolt, needs 10 Change my
"PIHRYY nietaxtvange Croer, | Letety suthonze them 1o do 30

Signature Must be person ranwd o curtent phone bl

Name {Print} Must be person named on current phone bl

Addross

Cy State Zip

) Y.

{
| S
]

Whicate phone pumbet{s) to be switched

171 Chieck tf ytne want calling cards for lower long
distance rates away from home

How many?

Violer Revol & 4 non-proid of el aton, Bt (O duarn 10 8 & &y
ol tax geductibie becaune Voled Revok 008t §1213-100U tobbyng

FOTORRS

R

|
I
1
!
|
|
1
1
|
|
{
|
|
i
|
|
|
|
|
|
|
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£90401-8720

SEUTNG 537
ALA

FUNDERS
125C 5TH STREZT SUITE 200

assman

Desuge =6 De DIC ™ AXF et
SANTA MONIC.

PHON!

FesT

HOW CAN SOMETHIN
$O GOOD BE SO EASY?

Recare Phone Fundis o pant of o group thist by,
Yty dntark e et whotesate totes No imoney
spent on 1V adverising. The savings, and the low
rates are passed on o Voter Revolt  and you

TOWDOIMAKE CALLY

Bt ke you e now Dial * 17 0 the samber For
teraational Calls, you st foltow the nstructions
myoun tocat phone book

WHAT ABOUT OPERATORS?

You have 24-hour-a-day access to operators If
yuts nsdhal, credit s casty available.

HOW WILL | BE BILLED?

As with MCl and Sprint,” you get a separate long-
distance bilt every month Every call will be
neawed

IS THERE A MONTHLY FEE OR SERVICE
CHARGE?

Absoltely not. You can calt as little or as tnuch as
you hke. There is no minimum.

WHAT ABOUT CALLING CARDS?
Tell us how many you want. You'll be able 10 save
money on calls from any phone in the cotntry

1S THERE A SWICHOVER CHARGE?

Yeu Your focal pione company has o one tniue
only Charge to switch youe long-distance seovice
In California, the chacge 1s 35 26

HOWDOI SIGN UP?

Fasy Tear off the attachied form, Wt out and
send it in We'tl do the rest

VOTER REVOLY AND YOU

Vater Revilt i a Cabfosting consmon organization
wilh avet 490,000 stipponters, people just fike you

In 1988, Voter Revolt wote Proposition 103, the
st ance refor imtiative it won despiie
massive oppostion lunded by the nsurance
comparues While they spent tens of niflions on
deceptve TV ads, Voter Revolt knocked on
L100.000 doors o brmng: the tath diectly 1o
Calforta votecs :

Since the passage of Proposiion 103 in 1988,
Voter Revolt has fought for its full and fair
enlarcement. The insurance companies have used
the courts, the regulatory agencies, and the state
legistature to stalt us. But the fight goes on. Mean-
while, according to the Board of Equatization, 103
is already saving consurners $ 2 billion per year.

In 1990, Voter Revolt joined with other California
public nterest groups to begin an important
campaign tor health insurance teform Health care
costs are far too high. We need effective cost
controls, or health care will bankrupt us all,

Voter Revalt beat the auto insurance industry in
1988. Now, with the extra money Voter Revolt will
get from Phone Funders, we can work even harder
10 lower the cost of health care in California.

Everybody wins. You get lower iong distance bills.
And, money that now goes 1o the phone company
will go to Voter Revolt.

For more information about Voter Revolt
you can call or write:

Voter Revolt

3325 Wilshire Bivd #550
Los Angeles CA 90010
(213} 383-9618

Support
. Voter Revolt
© WithEvery
- Long Distance

. Call You Make.

$ &
>

——_ T

P

t

- And Save Money,

Noots

Too!
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BRIAN SHEAR_ESQ.BARNO. 126332
SPOLIN & SILVERAMAN

100 Wilshire Boutevard. Suite 940

Santa Monica, California 90401

(310) 5376-1221

KEVIN MCSHANE, Indiana Bar No. 9861-49 CLERK. u,s_%‘?é?ﬁzmc '
MCSHANE & GORDON ()/ A

156 East Market Street, Suite 300 Uz 281993 | -
Indianapolis, Indiana 46204 t

(3 - - N 37ni FORMNA
(317) 684-0674 igs.\TRALI}. TRiCT OF CALFORMIA |

0

Attorneys for Defendant
TELECARE, INC.

UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

PHONE FUNDERS, INC., ) CASE NO. 93-4112-TJH (Sx)
)
Plaintiff, )
) ANSWER AND AFFIRMATIVE
V. )  DEFENSES
)
TELECARE, INC., )
)
Defendant. )
)
)
ANSWER AND AFFIRMATIVE DEFENSES 1

Defendant Telecare, Inc. ("Telecare”), by counsel, and pursuant to the provisions of Rulesg

7,8, and 14, Federal Rules of Civil Procedure, hereby submits his Answer and Affirmative :

Defenses to Plawntiff Phone Funders', Inc. (*Phone Funders") Verified Complaint and Demand for

Jury Trial, as follows: |

ANSWER :
JURISDICTIONAL ALLEGATIONS

1. Telecare ADMITS that Phone Funders is a California corporation duly authorized to

H

transact business in the state of California with its principal place of business in California, as set ‘

(b
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Exhibit 17 .

customer had actually signed the LOA, or that the customer had signed based on

> material misrepresentation or omission of material facts by Phone Funders’

szlespeople.

19. From its own internal communications, as well as other evidence, it
is apparent that Phone Funders was aware of the problems caused by its staff’s
zilure to obtain and submit valid LOAs, and to perform follow-up telephone
confirmation calls. Phone Funders knew that its new customers were canceling
t=eir Telecare service because of misrepresentations made by its salespeople, and
t=eir failure to obtain authorized signatures on LOAs.

20. Thesignificant number, by Phone Fundeérs’ own count, of customers

who canceled due to mlsrepresentanons demonstrates a pattern~ _g_ fraudulent

ERARRRLEE Y

'prachces- by Phone Funders salespeople, as well as Phone Funders’ failure to

-=.perv1se the sales and telephone staffs.

21. Phone Funders provided Telecare with several thousand wrong
zddresses, which necessitated costly attempts to obtain correct billing information.

22. The above facts constitute a breach of the Broker’s Agreement by
Phone Funders.

23. Telecare sent monthly commission statements to Phone Funders
beginning in October, 1992, and continued until the time of trial. Each
commission statement contained a negative credit, which represented the amount
of uncollected bills from new customers which were ninety (90) days or more in
arrears and had no current usage. Telecare considered those customers to have
bzen defrauded or signed u;; without authorization, since they terminated the
service after receiving their first bill. Because of the negative credits, Phone
Funders has never received a commission payfnent.

Vv

Findings of Fact and Conclusions of Law - Page 5
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AFFIRMATIVE DEFENSES
L

FACTUAL ALLEGATIONS

1. Phone Funders has failed to provide to Telecare written or recorded Letters of
Authorization ("LOA's") for many of the Customer's identified and supplied by Phone Funders to
Telecare, in violation of the Broker Agreemenf.

2. Pursuant to the terms of the Broker Agreement, Phone Funders obtained and utilized
the services of a certain "sub-broker”, Voier's Revolt, for the purpose of soliciting prospective
Customers to be supplied to Telecare.

Under the terms of the Broker Agreement, Phone Funders owed a duty to Telecare to
supervise all sub-brokers engaged by Phone Funders to assist n fulfilling the terms of the Broker
Agreement. Phone Funders breached this duty by failing to adequately supervise Voter Revolt's
solicitation and canvassing activities. As a result of Phone Funder's negligent supervision,
Customers were provided to Telecare whom had not executed LOA's, wl';om were not authorized”
to change long distance phone service carmiers for the telephone numbers provided by Phone
Funders to Telecare, or whom were mismtormed or not mformed by representatives of Voter
Revolt as to the true nature of the transaction.

3. Phone Funders has failed to employ sufficient capital and personnel necessary to
promote and effectuate the Broker Agreement, in breach of its express warranty to do so, as set

forth in the Broker Agreement.

4. Phone Funders has failed to provide to Telecare monthly reports concemning existing ;

and prospective Customers, follow-up inguires, and or price quotations, in breach of its express

© warranty to do so, as set forth in the Broker Agreement.

5. Phone Funders has failed to communicate on a consistent basis with each Customer

who has executed an Institutional Agresment to determine the satisfaction or dissatisfaction of the'

Customer with the services provided and any other matter incidental to the relationship of

i

customer, Phone Funders, and Telecare, in breach of Phone Funders express warranty to do so, asi =

set forth in the Broker Agreement.

H
t
I
.

i
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6. Phone Funders has failed to notify Telecare immediately of all complaints or problems
with respect to any facet of the services provided to the Customers, in breach of its express
warranty to do so, as set forth in the Broker Agreement.

7. Phone Funders has failed to assist Telecare in the fimely and orderly processing of all
Institutional Agreements and applications for service transmitted to Telecare, iq breach of its
express warranty to do so, as set forth in the Broker Agreement.

8. Phone Funders has failed to strictly observe and act in compliance with the Broker
Agreement, in breach of its express warranty to do so. as set forth in the Broker Agreement.

9. Phone Funders has failed to timely produce valid LOA's to Telecare following
requests by Allnet, Telecare's service provider, to Telecare, to provide such documentation.

Phone Funder's failure 10 provide valid LOA's to Telecare in express breach of its warranty to do
30, as provided in the Broker Agreement.

10. Phone Funders supplied Customers to Telecare who did not expressly approve a .
change in their long distance telephone service provider. In the telecommunications. industry, thxs-
practice is called “s}amming". As a result, numerous Customers have had their long distance
telephone service changed without their kno\viedge or consent. Under the Broker Agreement,
Phone Funders is liable for any sanctions imposed by any service provider, regulatory body, or
governmental agency, upon Telecare; Telecare reserved the right to assess Phone Funders for anygz
such sanction, and to hold Phone Funders Liable for any unpaid long distance telephone charges
that are not paid by "slammed" customers.

11. From time to time since the inception of the Broker Agreement on February 6, 1992,
Phone Funders has caused to be transmitted to Telecare, via wire in interstate commerce,
Customer lists, billing statements, correspondence, and other documents, pertaining to Customers:
that it has solicited, obtained, and supplied 0 Telecars. Many of these wire - transmittals contain .

names of purported Customers who had not executed valid LOA's. or from whom LOA's were

e
r.

obtained by misrepresentation or omission of material facts by Phone Funders sub-broker, Voter '

Revolt.

12. As a direct result of the receipt by T lecare from Phone Funders of unauthorized, or
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"slammed" customers, Telecare took the necessary steps to change those Customer's long
distance telephone service from their existing carrier to Allnet, a carrier whose services were
provided through Telecare.

13. Numerous unauth‘on'zed or "slammed” customers have terminated their service
agreements with Telecare, and refused to pay their long distance bills, due to the fact that they
never gave Voter Revolt and Phone Funders express authority to change their long distance
telephone service provider, or that their purported authorization was obtained by
misrepresentation or omission of material facts by Voter Revolt representatives. acting under the
supervision of Phone Funders.

14. As a direct resuli of Phore Funders submission of "slammed" or otherwise
unaythorized Customers to Telecare, Telecare has incurred uncollected long distance service
charges totaling at least $234,694.00 In addition, Telecare has incurred additional expenses in
responding to Customer complaints, rcgulaiory inquiries, account collections. and attorney fees,
as a result of Phone Funders' subﬁﬁssion to Telecare of unauthoziied, or "slammed” customers.
The true and total amount of these additional expenses continues to grow, and is yei to be
determined.

1L

AFFIRMATIVE DEFENSE - Waiver

15. Telecare adopts by reference and repleads all averments set forth in paragraphs
(1-14).

16. Phone Funders has WAIVED its averments of breach of contract, by virtue of its own%
breach of contract, breach of express warranties, negligent supe~ision of Voter Revolt, and ‘
subrmission of unauthorized, or "slammed” customers 1o Telecare.

HI.

v

AFFIRMATIVE DEFENSE - Estopped

17. Telecare hereby adopts by reference and repleads the averments set forth in

paragraphs (1-16).

18. Phone Funders is ESTOPPED to assert any breach of contract against Telecare, by
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virtue of its own breach of contract. breach ot express warranties, negligent supervision of Voter
Revolt, and submission of unauthorized or “slammed” customers to Telecare.
Iv. o
AFFIRMATIVE DEFENSE - Fraud

19. Telecare hereby adopts by reference, and repleads the averments set forth in

‘paragraphs (1-18).

20. Many customer authorizations were obtained by Phone Funder’s sub-broker Voter
Revolt, through misrepresentations or omissions of material fact. which induced Customers to
sign LOA's. Some LOA's submitted to Telecare by Phone Funders bear forged signatures of the
purported customers. Others have been determined to have been executed by minors, or persons
who did not have authority to order a change in long distance service for the Customer’s

telephone number.

Phone Funders knew, or should have known, that representatives of Voter Revolt were
obtaining Customers through misrepreseniations and omissions of material facis.
V.
AFFIRMATIVE DEFENSE - Payment

21. Telecare adopts by reference and repleads the allegations set forth in paragraphs
(1-20). ‘

22. Telecare has sent regular billing statements to Phone Funders since the inception of
the Broker Agreement on February 6, 1992. Telecare has credited Phone Funders with
commussions due and owing Phone Funders from Customers that Telecare has determined made
valid authorizations to Phone Funders to have their long distance service provider changed. After
crediting these commussions, a negative commission balance remains, exceeding $234,000.00.
This sum represenis the uncollected long disiance phone charges owed by cusiomers from whom

Phone Funders did not obtain valid LOAS.
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total amount of these additional expenses continues to grow, and is yet to be determined.

FIRST COUNTERCLAIM

Breach of Contract
XXIL
Telecare adopts by reference and repleads the averments set forth in paragraphs (I-XXII).
XX |
Pursuant to the Broker Agreement, Phone Funders agreed to provide Telecare with
Customers who had executed written or recorded LOA's. Phoie Funders submitted Customers to ..
Telecare without obtaining the requisite LOA’s. Phone Funders submitted LOA's to Telecare-
which contained forged signatures by purported Customers. Phone Funders submitted LOA's to
Telecare bearing purported authorizations from persons, such as minors and non-telephone,
subscribers, who did not have authority to change the long distance service provider designated-
on the applications and authorizations:” This conduct establishes Phone Funders' breach of the
Broker Agreement. By virtue of this breach; Telecare has suffered damages in the form of
uncollected long distance charges and expenses associated with account collections, customer
complaints, regulatory inquinies, and attorney fees, in an amount in excess of $234,694.00. The
precise amount of damage continues to grow, and shall be fixed during discovery and tnal.
SECOND COUNTERCLAIM
Breach of Express Warranties
XXav.
Telecare adopts by reference and repleads the averments set forth in paragraphs (I-XXIII).
XXV.

Phone Funders expressly warranted in the Broker Agreement that all Customers supplied
to Telecare would be confirmed by written or recorded LOA's. Customers were supplied to
Telecare who did not execute LOA's. Customers were supplied whose LOA's were forged.
Customers were supplied who did not have the authcrity to execute LOA's-

XXVIL

Phone Funders expressly warranted in the Broker Agreement that it would supewiﬁe all
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XXX.
As a consequence of the foregoing breach of express warranties, Telecare suffered a
significant erosion of its Customer base, and has been damaged in the amount of at least
$234,694.00. The damages are continuing, and shall be determined in discovery and at tnal.

Failure to Supervise

XXXI.
Telecare adopts by reference and repleads the averments set forth in paragraphs (I-XXX).
XXXIL
Phone Funders failed to supervise its sub-broker Voter Revolt in Voter Revolt's
solicitation and canvassing of Customers, thereby breaching its express promise to do so set forth
in the Broker Agreement. As a resuht, Customers were supplied to Telecare by Phone Funders
who had nof executed LOA's, whose LOA's were forged, or whose LOA's were not executed
with their authority. Phone Funders' failure to supervise Voter Revolt resulted in damage to
Telecare in the amount of at least $234,664.00. The damages are wntinlﬁng, and shall be

determuned in discovery and at trial.

FOURTH COUNTERCI AIM

Fraud
XXXIIL
Telecare adopts by reference and repleads the averments set forth in paragraphs
(1-XXXa1).
XXX1V.
Phone Funders' sub-broker, Voter Revolt, obtained LOA's and Customer authonzations to%
change their long distance telephone service provider, by engaging in misrepresentations and B

‘ é_
omussions of matenal facts, which induced prospective Customers to subscribe to the services :
ultimately provided by Telecare. Cusfdmers have reported that they were not told that there was * v
a fee associated with the change of long distance service prowviders, that they thought they were »- .

signing up to "help the environment", and that they never signed any authorization at all. 'I'elv.aca'iregE

8
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has determined that some LOA's provided by Voter Revolt to Phone Funders, and then forwarded
to Telecare for the commencement of long distance service, bore forged signatures. Telecare's
Customer base significantly eroded as soon as these Customers began to be billed. Customer§
either t'emlinan‘ad-the service, or refused to pay.

Phone Funders knew, or should have known, of the pattern of fraud perpetrated by
representatives of Voter Revolt in its solicitation and canvassing activities; Phone Funders is
therefore liable itself for the fraud.

As a result of this fraud, Telecare has suffered damages in the amount of at least
$234.694.00. The damages are continuing, and shall be determined durning the course of
discovery and at trial.

WHEREFORE, Telecare prays for judgment against Phone Funders, as follows:

1. Compensatory damages for breach of contract, breach of express warranty, failure to
supervise, and fraud, in the amount of at least $234,694.00;

2. Other damages deemed lawful and appropriate under the circumsté.nces;

LI

. Costs and expenses of litigation, including reasonable attorney fees, and for all other

appropriate relief.

Respectfully submitted,

ey

KEVIN MCSHANE
MCSHANE & GORDON
Attorneys for Defendant
TELECARE, INC.

Yo Y
d /,L’/ééé) 7, CCC /}//g/ o4
BRIAN E. SHEAR
SPOLIN & SILVERMAN
Attorneys for Defendant

TELECARE, INC.
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referred to in the telecommunications industry as
nslamming." The Broker Agreement provided for a $200.00
"fine" per customer to be assessed against Phone Funders
if it "slammed" customers to Telecare. Any sanctions
imposed,-and attorney fees and costs associated with
"slammed" customers imposed against Telecare were to be
"passed" to Phone Funders, {10(0).

Telecare relied on Phone Funders not only to obtain
LOA's from all customers submitted to it by Phone

Funders, but also to submit valid LOA's.

V During the course of the contractual relationship
between Phone Funders and Telecare, Phone Funders
submitted approximately Thirty Thousand (30,000)
customers to Telecare. Of these, as many as 28,000 were
obtained by Phone Funders and forwarded to Telecare
without the benefiﬁ of valid authorization from the
customers. The featured marketing technique tsed by
Phone Funders was to dispatch its agents or sub-brokers
to public areas, where personal approaches and sales
pitches were used to induce customers to sign up. As a
hook, customers were shown or provided with a brochure -
produced by Phone Funders, which indicated that a
customér could both save on their long distance bill, and
have a'bercentage of their monthly bill donated to Voter
Revolt, a well known California Pﬁblic interest groué.. A

tear-off page of the brochure, signeé;by*phe_éugpgmeru

10
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was to constitute the LOA.

Phone Funders' marketing effort commenced in
approximately May, 1992, and wound down in approximately
December, 1992. Almost immediately upon receiving the
first group of customers, both Telecare and Phone Funders
began to receive an extremely high volume of complaints
from the customers. The type of complaints varied, but
can be generally categorized as follows:

a) Customers who denied ever signing any

document provided by Phone Funders.
b) Customers who admitted signing the LOA
forms, but who thought they were signing
a form to obtain more information about
Voter Revolt.

c) Spanish speaking customers who did not
kncw that they had signed a form authorizing
the switch of their long distance service.

d) Customers who believed that when they signed

the form, were agreeing to become involved
in "helping the environment" or aiding in
some other public cause.

In addition, after requesting and receive LOA's from
Phone Funders, the Customer Service staff at Phone
Funders discovered that many LOA's were not signed by -the
purported customer¢ Some were signed by minor children,

and groups of LOA's appeared to all have been signed by

11
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3. Telecare claims that Phone Funders engaged in
fraud in obtaining customers for Telecare by inducing
customers to agree to switching their long distance
telephone service to Telecare, through‘misrepresentation
or omission of facts material to the switching decision.
Customers signed Letters of Authorization (LOA's) which

granted Telecare permission to become their long distance

. service provider. Many of these customers were lead to

believe that they were signing a form merely requesting
information. Others signed LOA's after being told by
Phone Funders'' agents or sub-brokers that they were
contributing money or seeking information that would
"help the environmeant" or aid in other civic or social
causes advanced'by group kﬂown as Voter Revolt. Many -
LOA's were submitted to Telecare by Pheone Funders in the
names of customers who did not speak English. These
customers were primarily Spanish speakers. Phone Funders
did not engage Spanish-speaking agents or sub-brokers,
nor did it provide prospective Spanish speaking customers
with written materials explaining the proposed switchlin
long distance service to Telecare.

In addition, Phone Funders forwarded to Telecare
purported LOA's which were not signed by the normal
customers, or which were signed by individuals obviously
lacking the authorjty to order a switch in long distance

services, e.9., minor childrenfand persons without

4




W 00 3 O O ix O N m

N RBBRBRES %S5 6R S

Exhibit 17

telephone services subscribed to_in their name. A number
of apparently forged LOA's were also submitted by Phone
Funders to Telecare. In the telecommunications industry,
the practice of switching the long distance service of a
customer without their authority is called "slamming" and
amounts to fraud.

4. Telecare has asserted the affirmative defenses
of waiver and estoppel. Telecare contends that Phone
Funders has waived any claim against it of breach of
contract for failing to pay commissions, by virtue of its
own breach éf express warranty as described in §(2),
supra. Telecare further contends that Phone Funders has
waived its breach of contract claims by virtue of fraud,
as set-forth in §(3), supra. Telecare's estoppel defense
is similarly grounded upon Phone Funders' breach of
express warrant and fraud, as set forth in 9§(2) and (3),
respectively.

5. There is no oral contract between the parties.

6. The specific terms of the Broken Agreement which
Telécare contends that Phone Funders breached, are as
follows:

{10(F) Broker shall at all times:

(1) maintain accurate and complete records
concerning all current and prospective Customers which
have either executed an Institutional Agreement or
expressed interest in the Network; (ii) furnish to
Legacy, on a monthly or more frequent basis if requested
to do so at the option of Legacy, reports concerning
existing or prospective Customers, follow up inquiries

and/or price quotations;...(IV) communicate on a

4
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5 DEC | 319% /
' coum
3 CLEMK, US. omgiFCT
4 BY S )
5
6
7 ’ :
3 WUnied States Disirict Court
9 Central Bistrict of California
10 Western Bibision
11
12 PHONE FUNDERS, INC., ' CV 93-4112 TJH (Sx)
13 Plaintiff, :
FINDINGS OF FACT
14 V.
AND
15 TELECARE. INC.,
CONCLUSIONS OF LAW
16 Defendant.
- 17
18
19 This cause came on for trial before the Court sitting without a jury. The
20 Court heard the testimony and examined the evidence offered by the parties. The
21 case having been submitted for decision, the Court makes the following findings
22 of fact and conclusions of law:
23 FINDINGS OF FACT
T 24 1. Plaintiff Phone Funders, Inc. (“Phone Funders”) was engaged in the
25 business of obtaining and brokering new telephone subscribers ("customers") for

= (
26 companies who provided long distance telephone service (“carriers”). @/2\
SN——

Findings of Fact and Conclusions of Law - Page 1
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2. If a customer agreed to switch carriers, the decision was memorialized
in a written Letter of Authorization ("LOA").

3. Defendant Telecare, Inc. (“Telecare”) provided long distance
telephone services to its customers by subcontracting with carriers.

4. On February 6, 1992, Phone Funders entered into an Agreement with
The Legacy Group, Inc. (“Legacy”). Under the terms of the Agreement, Phone
Funders was to provide Legacy with the names, addresses, and telephone numbers
of the customers contacted by Phone Funders who agreed to switch their long
distance telephone services to Legacy. Legacy, in turn, was to pay Phone Funders
a commission, based on "net revenues," which included the money paid by
customers, less‘ applicable taxes and surcharges.

5. Before the effective date of the Agreement, Telecare became Legacy’s
successor in interest. Telecare agreed to perform all of Legacy’s obligations under
the Agreement, and Phone Funders agreed that its obligations to Legacy would
become obligations to Telecare.

6. The Agreement required Telecare to be the intermediary between
customers Supplied by Phone Funders and the carriers. Telecare was required to
perform all billing and collection functions and provide customer service.
Telecare, in turn, was to pay the carriers for the long distance services used by the
customers, regardless of whether the customers paid Telecare.

7. The Agreement provided that Phone Funders could delegate its
obligations to sub-brokers. The Agreement required Phone Funder to supervise
all of its sub-brokers as well ;s obtain Telecare’s approval for each sub-broker.
Vv
Vv
LS S

Findings of Fact and Conclusions of Law - Page 2
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8.  As part of its marketing effort for Telecare’s carriers, Phone Funders
contracted with Voter Revolt, a public interest group, to use Voter Revolt’s name
in promotional materials in exchange for Phone Funders’ agreement to contribute
ten percent of each customer’s long distance telephone bill to Voter Revolt.

9. In its effort to further market Telecare’s carriers, Phone Funders
engaged the services of Progressive Campaigns, Inc. (“Progressive”). However,

contrary to the express provisions of the Agreement, Phone Funders did not

o v B

execute a sub-broker’s agreement with Progressive prior to using its servicés.
Telecare’s approval of Progressive’s involvement was neither sought nor given.

10. Phone Funders’ marketing campaign for Telecare began in earnest in
approximately June, 1992. Phone Funders, through its subcontractors, recruited
salespeople primarily through newspaper advertisements. The salespeople were
trained to approach prospective customers at public areas, present a brochure, and
persuade the customer to sign a tear-off sheet attached to the brochure. The tear-
off sheet authorized Phone Funders to select a new carrier for the customer.
These tear-off sheets were intended to constitute the written Letter of Authorization
required by law and the Agreement prior to effectuating a carrier switch.

11. At the end of each shift, Phone Funders’ salespeople were to turn in
the signed LOAs to their supervisors who, in turn, took them to Phone Funders’
office in Santa Monica, California.

12.  Prior to the forwarding of the customers’ names and addresses to
Telecare, Phone Funders was to obtain a telephone confirmation of each

v
customer’s desire to switch carriers. However, telephone confirmations were not

- always obtained.

Vv
Vv

Findings of Fact and Conclusions of Law - Page 3
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CAMPAIGNS
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INCORPORATED
Janaary 15, 1992
NMENQ
TO: Potential Loaners
FROM: Angelo Paparella, President - Progressive Campaigns

RE: boan.Request - $25,000

Progressive Campaigns, inc. (PCLl) is a political fundraising and

consulting company which beygan overating in May of 13992,
purpose is Lo raise money and/or market for political
organizations. Currently, PCLl is primarily engaged in a
fundraising contract with Voter Revolt (¥R).

I am the founder and President of Progressive Campaigns,
have been in the political fundraising business since 1982 and my

pas:c accomplishments include:

Inc.

Its

I

1332: Directed a door-to-dcor fundraising cperation
for the Ralph Nader backed PIRG organizaction
in San Diego. The office raised $125,000 in
13 weeks and placed secodnd in the nation out

o[ 25 offices.

1983 - 87: Promoted to Regional Director of fundraising
for the FIRG network with primary

rasponsibilitcies in California.

Direcred

fundraising operations over a fivs year

perioed that raised:_

1983 $600,000
1984 $700,000
1985 $700, 000
1986 - $800,000
1987 $1,106,000

{$406,000 during
($500,000 during
{$500,000 during
($600,000 during
($850,000 during

summer
summer
summer
summer
summer

*Note: The amount of uoney raised increasies

dramatically over the

mths)
mchs)
mths;
mths)
mths)

swaner months since collaga

students enter che job market and can be hired as
commissioned fundraisars.

v

In addil.ion Lo the above dollars raised through the docr-to-

door operation, a phone bank sclici tation effort raised over
3250,000 in each of the last 3 years

indicated.

1957: ‘One of che founders of Voter Revolt to Cuc
Insurance Rates. Responsible for all
grassroots operations including signature

£283 S. La Brca Avenue, Suite 144, Lus Angeley, Califurniun 90019
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gathering for the initiative, fundraising and
public education and get oul the vote
efforts. Raised over $650,000 during the
1988 Preop 103 campaign.

1389 - 91: - Directed tundraising operations for VR.
' ' _Door-to-door operations raised the following
dollurs:

1983 $935,000 ($620,000 duriny summer mths)
1990 $1,300,000 ($815.000 during summer mchs).
1991 $413,000 (*$164,000 during summer mchs)

*Note: Petition campaign dropped that year so the
organization ceased oparations for 5 moenths.

1892: Lefr VR to form PCl. During ics first
summer of existence (lasL summer), PZ1 hed a
limited fundraising contract with VR that
resulted in $108, 000 raised. PCI also
engaged in marketing contract with Phone
runders {FF) to sign people up ovn a long
distance affinicty program.. ‘this resulted in
over 25,000 sign ups. :

PCI is now engaged in a door-to-door and phone bank fund-aising
campaign for VR. Iz aadition, PCI has been continuing to market
for PF on a limited pasis for the past three months. This

contract is. currently on hold pcndlng an amnalysis of the entire

progranm,

PCI is currently receiving a fee of 7% of all money rais=d for
¥R, plus the overhead costs of running the fundraising cperation.

The Nesd

Because PCI did not conduct a door to decor fundraising operation
for VR during th2 summer of 92 but instead marketed PF for VR on
a cost basis, the company was not able to bankroll money to be

-usad to run its docr-to-=-door operation over the winter and spring

menths (September ‘92 to Mav 'S93). These wwonths are the toughest
for fundraising on a door-to-door basis because of the lack of. a
larqge recruitment ool (college sctudents off for Lhe sunmer) and
the slow down during the holliday season.

In addition,our steff during the summer of '92 was not on the
street fundraising but rather marketing Phone Funders. We have
had @ particularly rough winter kecause of the transitici from
the door-to-door canvass to a rotally different activity that has
resulted in the loss of some staft and moncey.

to
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g : _
4 50% ot pledge's donate: 5,250
_ Average dunalion $22: $115,500
pcr Lills al 7% of ‘all dollars raised hence a net of $8,085 will
be reached. This money will start c¢oming in rzght away, but the
- " bulk of ;L w;ll come in. durlng June and July.
_ 2. Summer Canvass '93 )
Phe malin source of collateral is next summer‘*s door-to-dcor
fundraising cperation.
. The experience highlighted above with summer canvasses from 1983~
1941 has been an average of $550,000 raised. Counting VR since
— 1588 ouly, Lhe averzye hus been $533,000 including the year the
organizat.ion Lcmuozazilv shut do -
B Wwith these résults in mind, tha following are projections for
next sumner's contx:ct with VR:
Very Conserval Conservative Probable Go3z)
- Total $§ Rai: $3200,000 - $400,000 $500,000 §750,000
PCI Fee:  $21,00U 528,000 - $35,000 $52,500
-

Since the fee for PCI is net after costs, it is 100% available .
for locan repayment.

- PCTI will earn between 521,000 on a worst case basis from the
sumner proceeds and more likely somewhere between $35,000 -
£52,500 froum next suuner's canvass.  The phone bank net of $8, 000

—_ i in addition to the canvass nel, so we are looking at 529,000 -
$8C,000 of net dollars to PCI; more than encugh to pay back a
525,000 capitalizaticn loan.

Finally, next summeYr's canvass success does not rely on cne
individual, but several who have been involved in these campaigns -
and have workoed as an experiensced Leam before:

Angelo Paparella: Since 1982 inyolved in similar cdrives
resulfing in an average of $556,000
raised per summar.

Jennifer Frank: Since 1Y8& with VR; directs overzll
field cperation.

Bill wesLermeyer: Since 1528 with VR; assistant director
of overall tield operation.

Mikel Claynold: Since 19387 with VR; field ocifice
- director,
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Steve Stoddard: Since 1983 with VR; field-office
direcl or.

Since 1985 with VR; field office

Jaue D2 Vries:
: direcior.

All are committed to CI and the necessary work for a long term
future. Our confidence level tor paying back the loan is very
high. ‘len years ot experience and results back up this request

tor capitalizalion.

#s

9]
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Minutes of a Meeting
of the Board of Directors
of
The Access to Justice Foundation

A meating of the dDirectors was held on Thursday, June 10, 1883 at
10:00 AM by telephone conference call. The meeting was called by
Harvey Rosenfield.

There were present by telephone, representing the directors:

Harvsy Rosenfield, Executive Director
Chucx Blitz

Gary Horowitz

Martha Kowalick

It was agreed that Philip Roberto would take the minutes of the
meeting.

Harvey Rosenfield:
There is one vacancy on the Board of Directors due to
Jay Angoff's resignation. '

About two weeks ago, the Executive Committee of Voter
Revolt (Bill Zimmerman, Angelo Paparella, Carmen Gonzalez,
Jennifer Frank, and myself) met to discuss disputes on how
to operate Voter Revolt.

I'11 discuss the exact details in a minute. But to
understand this meeting, the other members of the Executive
Committee proposed a plan which I didn't think was the best
way to proceed to spend resources, was not in the best
interests of Voter Revolt.

They asked me to step aside as Executive Director, and
I refused because I disagreed with their plan and because I
did not agree that the Executive Committee had the authority
to take such action. I insisted that the dispute be brought
to the Board.

As is probably clear, I have no intention of fighting
about this, for reasons that will become clear, But it is
important to you, the organization and the people who have
supported it that you all understand the situation.

There are two problems, present for some time, which
led to this, and have to do with how money is spent and
which direction the organization takes.

(1) What has happened financially to Voter Revolt since the
passage of Proposition 103.

In the Fall of 1990, we spent money we didn't have and
basically collapsed. We ended up with $60,000 in debt to
outside vendors. This does not include $150,000 or so we
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owed to Chucx Blitz, Bill Zimmerman (one of our largest
debts, about $8C¢,000) and Stanley Sheinbaum.

So, we added to that debt. There were lawsuits -
everywhere. Sore of the debt was even put in my name on
credit cards.

I went out and raised money to keep VR going, for two
reasons: one, pay off all the debts, two, continue vigilance
on Prop 103.

We've tried to raise a lot of money since. 1992 --
Bill Zimmerman cdeveloped at what the time seemed like a
great idea, Phone Funders, which had the potential to bring
in about $60,000 per month within one year.

One of the requirements was to forgo the canvass .
operation —-- for IRS purposes. Bill Zimmerman would then ’
hire canvassers to market phone subscriptions.

Progressive Campaigns Incorporated (PCI) was set up.

In the contract, it was specified that all expenses would be
incurred by PCI. All costs would be advanced to PCI by
Phone Funders. Voter Revolt was to have no risk, nor
-additional debt. That was the overriding concern, made sure
very clear to PCI.

Not in writing, regretfully, was that Phone Funders
would help raise $40,000 to cover Voter Revolt's previous
(18990) debts (since the canvass was to be eliminated that
summer, we would have no source of funds to pay the debts).

Since, the following has happened.

(a) Phone Funders proved to be a disaster.

(b) The oral agreement (about the debt) fell through

the cracks.
(c) PCI incurred expenses in Voter Revolt's name.
Additional debt of about $10,000 was not
covered in 1992,

(d) To cap it off, PCI was unable to pay the IRS about
$25,000 in employee taxes. So, we had to allow
PCI to recoup in fees enough money to pay the

} taxes, or we'd have no grassroots operation.

Thus, the project actually cost about money, including
more debts.

What occurred in 19852 demorallzed me. Tension between
me and Angelo, and to a lesser extent, Bill Zimmerman,
increased. From that point on, I wrote contracts with PCI
always trying to protect Voter Revolt from more debts, and
pay off the old debt. Angelo and others considered this an
atmosphere of distrust. They were offended. It was my fiscal
responsibility -- fiscal prudence to protect VR.

(2) What do you do when you're in debt, how do you get out
of debt. This led directly to this situation.

For two years I've been raising money for program work,
as well as to pay off debts. It was very tiring. It was
just Phil and myself doing the program work. But, I felt if
we did more program work, we could raise more money as well.
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Last winter, it became clear we would have to scale
back because of decreasing resources. After talking to
Angelo, I decided to hire Jeanifer Frank, (who was paid to
interface with canvass), as a program person. She would work
on program and also do some financial work. She agreed to
spend most of her time on issue work.

About three weeks ago, the Executive Committee wanted
to change this agreement. They wanted Jenny to work on the
summer canvass. There would have been no money to hire
anyone else to replace her on the program work she was
doing.

Two weeks ago, the meeting was called due to this
disagreement. Since funds were not available, Bill
Zimmerman suggested we shut down the program work and use
the money to build up the canvass.

I disagreed. I feel without issue work the
crganization loses its purpcse.

Anyway, that's the dispute. The Executive Committee
said that's what they wanted done and if I didn't agree,
then they said I should resign. To fix the situation now --
we'd have to stop PCI, VR would still have the debt with no
way to pay it -- you can see why I'm not fighting for that
outcome.

These two issues have created this situation and have
led me to resign. .

Any questions?

Gary Horowitz:
You said that Phone Funders autheorized $10,000 in
expenses in Voter Revolt's name. Who authorized it?

Harvey Rogenfield:

The contract with PCI specified that offices (leases)
could be in Voter Revolt's name, but they were to be paid
right away. But not all were paid. Also, not all accounts
(such as rental cars, phone lines, etc.) were changed over
from Voter Revolt's name, either. So, $10,000 in debt in
VR's name wasn't covered.

Discussion of the resolutions.

Gary Horowitz:

So, we are now simply voting on your resignation.

Harv nfield:

Right.

The second resolution is most critical. Hall and
Phillips wants to continue to represent Voter Revolt. I
would also like to.see them continue to do so. If Voter
Revolt pulls out, it would be a disaster.

Bill Zimmerman, Angelo Paparella, and Jennifer Frank join
conference call at this time.




Harvey Rosenfield:
Bill, I have briefed the Board members.

2311 Zi :

All resolutions are agreeable.

Exhib

it 19
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Harvey Rosenfield:
When a firm represents two different parties, the
conflict can be over the tactic of how to argue the case.
I'm assuming you would be comfortable with it as I
would take the hard line.

Gary Horowitz:
But that's the point. It's not appropriate to give a
general waiver.

Harvey Rosenfield:

How about "and reserves the right to object to such -
representation should the Board of Directors determine that
there is a conflict of interest between Voter Revolt and
Harvey Rosenfield and/or such other organization he
designates ia such proceedings. Voter Revolt acknowledges
that at this time there is no such conflict.”

Martha Kowalick:

The Board of Directors will be able to object if there

is?
Harvev Rosenfield:

Yes.

Resolution as amended:

Resolution #2: Hall and Phillips will continue to represent
Voter Revolt in Proposition 103 proceedings -in which such
representation is presently underway. There are: (a) the 20th
Century Rollback Decision of the DOI and the Superior Court, and
the zppeal thereof to the California Supreme Court; (b) the
administrative challenge to the California Casualty rollback
settlement; (c) proceedings to develop regulations for intervenor
funding by DOI; (d) the legal challenge to the exemption of
surety from Proposition 103; (e) proceedings to develop
regulations for the determination of "fault" in accident cases.
Voter Revolt agrees that Hall and Phillips may also represent
Harvey Rosenfield and/or such other organization(s) he designates
in such proceedings, and reserves the right to object to such
representation should the Board of Directors determine that there
is a conflict of interest between Voter Revolt and Harvey
Rosenfield and/or such other organization(s) he designates in
such proceedings. Voter Revolt acknowledges that at this time
there is no such conflict.

Ayes—-- Chuck Blitz, Gary Horowitz, Martha Kowalick
Nays—- None
Absent—-- None

Motion carried.




Exhibit 19

Harvey Rosenfield:

Resolution #3.

The proposed resolution was read.

Gary Horowitz:

Why the copier and fax machine?
Harvey Rosenfielq:

It's a matter or corporate charity. These were the two
items that Access to Justice had when I started it.

Angelo Paparella: ‘ -
We have a (another) fax and copier now. We can get
along for now.

Chuck Blitz:

You and Bill Zimmerman are recommending this?

Angelo Paparella:

Yes.

Gary Horowitz:
Why the files?

Harvey Rosenfield:

It includes things I'l1l be using to continue 103 stuff.

Gary Horowitz:

You'll be using this?

Harv nfield:
Yes. The financial stuff goes to Voter Revolt.

Bill Zi .
Gary, we see Harvey as carrying most of the weight (in
fighting for the implementation of Proposition 103).

Garyv Horowitz:
I suggest we add "in a timely manner"” pertaining to
files being made available.

Harvey Rosenfield:
0.K.

Resolution #3: To facilitate Harvey Rosenfield’s future efforts
to effectuate the implementation of Proposition 103 and other
matters, the following items will be donated to a non-profit
organization designated by Harvey.

(a) Minolta copier.

(b) Ricoh fax machine.
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Resolution #6: The nsw Secretary-Treasurer shall be Williem
Westermeyer. His saiary shall be up to $30,000 per year, plus
any health insurance benefits set up by the corporation.

Motion-- 3ill Zimmerman

Ayes-- Chuck Blitz, Gary Horowitz, Martha Kowalick
Nays—- None

Absent-~- Xone

Motion carried.

Resolution #7: Jennifer Frank is hereby designated to be charged
with making any finazncial decisions necessary regarding the
transition of Harvey Rosenfield out of Access to Justice. This
includes, but is not limited to, decisions on vendor accounts to
be closed, expense rs=imbursement decisions to be made, any
logistical decisions regarding the office located at Hall and
Phillips in Los Angeles under the supervision of the Board of
Directors.

Motion~-- 3ill Zimmerman

Ayes--— Chuck Blitz, Gary Horowitz, Martha Kowalick
Nays-- None

Absent-- Hone

Motion carried.

Resolution #8: The composition of the Access to Justice Board of
Directors shall be r=sduced from five to four, and Jennifer Frank
shall be the new fourth member.

Motion—-- 2ill Zimmerman
Ayes-- Chuck Blitz, Gary Horowitz, Martha Kowalick
Nays—- None
Absent-- None
Motion carried.
Gary Horowitz:
I motion that the meeting be adjourned if there are no
objections.

There were no objections, so the meeting was adjourned.
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RESOLUTIONS ADOPTED BY THE BOARD OF DIRECTORS OF TEX
ACCESS TO JUSTICE FOUNDATION
ON
JUNE 10, 1993

The following resolutions were lawrfully adopted by the Board of
Directors of the Corporation on June 10, 19393:

Resolution #1: The resignation of Harvey Rosenfield from the
positions of Executive Director of The Access to Justice
Foundation and Chair of Voter Revolt is accepted as of this date.
Harvay shall not be responsible for any administrative or other
duties of those offices as of this date. However, to effectuate
the transition, Harvey will continue to represent Voter Revolt on
policy matters until July 1, 1993. Further, Harvey will be
available to assist Voter Revolt in completing legal requirements
such as tax returns, etc.

Resolution #2: Hall and Fhillips will continue to represent
Voter Revolt in Proposition 103 proceedings in which such
representation is presently underway. There are: (a) the 20th
Century Rollback Decision of the DOI and the Superior Court, and
the zppeal thereof to the California Supreme Court; (b) the
administrative challenge to the California Casualty rollback
settlement; (c) proceedings to develop regqulations for interwvenor
funding by DOI; (d) the legal challenge to the exemption of
surety from Proposition 103; (e) proceedings to develop
regulations for the determination of "fault" in accident cases.
Voter Revolt agrees that Hall and Phillips may also represent
Harvsy Rosenfield and/or such other organization(s) he designates
in suach proceedings, and reserves the right to cbject to such
reprssentation should the Board of Directors determine that there
is a conflict of interest between Voter Revolt and Harvey
Rosenfield and/or such other organization(s) he designates in
such proceedings. Voter Revolt acknowledges that at this time
there is no such conflict.

Resolution #3: To facilitate Harvey Rosenfield's future efforts
to effectuate the implementation of Proposition 103 and other
matters, the following items will be donated to a non-profit
organization designated by Harvey.

(a) Minolta copier.

(b) Ricoh fax machine.

Further, Voter Revolt files pertaining to Proposition 103,
insurance and other policy matters shall also be transferred to
such organization, with the understanding that such files shall
be made available in a timely manner to Voter Revolt for copying
upon request by the staff of Voter Revolt.

Resolution #4: Harvey Rosenfield, former Executive Director of
Access to Justice and former Chair of Voter Revolt, 'is hereby
instructed to transfer all bank accounts in his name to Access to
Justice and/or Voter Revolt.
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Resolution #5: The new Executive Director shall be Jennifer
Franx, who upon accertance by the Board of Directors will
immediately resign her position as Secretary-Treasurer. The
compansation shall be up to $45,000 per year, plus any health
instrance benefits set up by the corporation.

Resolution #6: The new Secretary-Treasurer shall be William
West=rmeyer. His salary shall be up to $30,000 per year, plus
any health insurance benefits set up by the corporation.

Resolution #7: Jennifer Frank is hereby designated to be charged
with making any financial decisions necessary regarding the -
transition of Harvey Rosenfield out of Access to Justice. This
includes, but is not limited to, decisions on vendor accounts to

be closed, expense reimbursement decisions to be made, any

logistical decisions regarding the office located at Hall and
Phillips in Los Angeles under the supervision of the Board of
Directors.

Resolution #8: The composition of the Access to Justice Board of
Directors shall be reduced from five to four, and Jennifer Frank
shall be the new fourth member.
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instructions.

PARY | FILING REQUIREMENTS: CHECK ONE BOX AND ATTACH THE REQUIRED IRS FORMS

T X Thisentity is not 3 private foungat:ca. We have attached a completed copy of IRS Form 990 or 99CEZ. and Scredule A (Form 990)
and related 2ttachments ¢ even though we may nct e recuired to hile these umiform forms with the IRS). Om:t Fart I below.

3 Tris entity 15 a private fuundation. We have attached a cempleted copy of IRS Form 990-PF and related attachments.
- Complete 3k Parts below.

PART IA ACTIVITIES Yes! No
_ Gross receipts $.727,494.99 Total assets $16.653.26
Are the program aclivities of this entity imied soielg to grantmakng? ... . L.l X
PART Il STATEMENTS REGARDING THIS ORGANIZATION DURING TME PERIOD OF THIS REPORT IYes' No
— 1 Was 50% or more of yout toral revence trom gosernme~t ogerc es? (See ine foanstouchions) L L. . ... ... ... 1 ] X
If "yes™, altach 3 schedute shownnj tne 2g27(yis) "ame. a12ress. purpase of the grant or payments and the amounts. ;::1'
List only two ditlerent go.ernmen? zge~c.2$ that 2rowide the iargest ameunts. \
2 Were you 3u2ted by any government 27enzy anich resuited in audit excent:ons in vacess of $50.000 bengtaken?, . . ... . .. 2
i If “yes™, attach a cony of the aud:trepartis). ara e~ter here the tctal amount involved. . .. ... 28
3 D:d or will 23:ndepencent pLDHC atcountant .ssok & restt on ,cur finzncial statements? . ..ol L 3l
i yes™, enter nere. Accountant’s Name Teleghane { )
~— & lIs any cf your property heid in the name cf or commirgled w:t the property of any other organization or person, other than
pooled cvestment funds? . . L . L L e e e e et e e 4
11 yes™. attach justiication, incluz.ng v 2%:e of 2ssets comm.ngled. -
**5 were thers any contracts. loans, leases or a:ner tinanc.al transactions between the crgan.zaticn and any cHicer, director of & s~
T trustee thereol either directly or w.th a1 22t y 1 an.ch 3y such ofhicer, director ef Wrustee had any hnancul interest? S i X
' M yes™. attach a detaried eaglanalan a- 2 zntet mere U 1 st amyaatinvgle2? (TELEMARKETING S0 $ 188,313,735 g il
6 Did you 2273te an,iming to en organzation irat s nol ax-keeT Stound2t Section 501 (¢* A S0 (¢) (L) ofthedRCY . . . 6 ' X
| It “yes™. altach expianalion anc eater rese the tar Darketvaiue of the donation ... 628 734 T T
7 D this czgamization regulacly sol-oit sakags, se'l se--a.,e n ¢ thott store, of 1 contract -
. invobarg the schedaticn or sale ot sa'uzge? It yes”, ncicte ameants - f Lo ; X
I 8 Were ycu or any of your cthcers. dretors ¢ !r“s'gez aparty tyanyee NS
- ana-zged breach oi trusi? i yes ™, attaznesgianation. .. N A ... s X
9 Were ary erganizeion funds used cpag ey pecyy tre e R e 9t |
3857, attech an eslanation crz ent-? nure e M tat a” .3 7]
- *#QUESTICN #5: DETAILED EXPLANATION INCLU. ATTACHED,

SCHEDULE A, PART III, LINE 2

Under pena=esof periury, 1 aeciore thot 15 ave €5 2n1nea tha report  nctuding wcco Jcvments, scheduies ond statemenn. ond to the best of my

tnowledge o~d bel-el it true cor-ect ard comg cre

7{11//%/ Mwe////(f‘%/n A:z( T/‘é}f/ﬂ/“&f ?//5//5

Mg Obre

d:grotvre ot ou manres olt ucho n\' vu-a-\ Fr.aved “some
FAGE 1. Dupticate—Retain fof your recards
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MEDICAL AID FOR EL SALVADOR D-1043284

10 G2 ,cu rece .2 $16.000 or more i dire<t puzic Supte

T

Exhibit 20

{Form 330, kr2 1(2) or ncluzed in Form 990-PF, Part!, hne 1)? . . . . 10
it "yes”, eater the following amounts:
13) Suppart from the general public, contrbulicrs fremangaduals L L L L oL 102 609,494.99
£3) Foundation and trust grants, gifts. CortrDut.aRs . . .o oottt e e 10 118,000.00
‘z) Corpsrate and other business grants. gifts, centmbutiens . . .. . . ... ... ..., 10¢ i
{3) Begusstsfromwills andestates . . ... .. ... ... ... ... .. 10d
:z) Total direct public support (323 hres 3 thrc_gn d Sheu'd equal Form 990, e 1d)) ... .. 10e 727,494.99
11 D:z you coatract with or use the services cf 21 incezza2ent prefessienal fundraiser-consultant? if “'yes™, complete Part I¥
T T 8 5 T O 11
12 D:d your invested assets total $50.000 or mgee? If "yzs™, compete Part ¥ (Form CT-2) (See hine 12 instructions) . . . .. .. .. 12
13 Didyou recene any income from any birge gz-xe? ........................................... 13
i “yes”, enter here and on Form G309, Lae 33, the g-oss recessts obt:ned from the bingo games belore deductions for
costs or prizes. whether or nct 2l gross rece-5ls were recen 23 by your organ:zation. ..13 ¢
14 Ercicyee compensation of the five h:ghest 2.3 emsiz,ees.
{(3) Did 2ny individual employee reces2 sz.ary £:.$ employer contr:bution to empicyee benefit plans, ex-
pense account or other alicmanze mexcess of S1CG0.0007 . . . . ... L. e e 142
(b) Other than salary, was compensat.an, bonusss or other benefits not listed in (3) above of $10,000, .
Of more, paid any EMPIOYBeY . . . . . L ettt eta et 14
(c) Did any employee receive the bene'st cf a resicence for gersonal use wh:ch was owned or leased by
the orgamzalion? . . . . . .. e it e e e reete e 14
(d) Did the orgamization lease, rest or purchase 2ay equiprent, property, or facility to or from an
employee Cf any business exlity it which the employse had any financial interest? . .. ... ........ ... ... 144
H “yes”, enter here the totalamountinveled . . . . . .. ittt i i inen . 14d §
(e) Did the orgamization make any loars wn excess of $5.000 to anyemployee? . .............. e, lde | =
it any of questions 14{a). (b). (c). (4). or (e) are answered “'yes”, attach specifxc details to fully explain i
any “yes” response and fully ccmptete Part I, ScrzJule A (Form 939). w a7
ool A
15 Did you make payments totatling over $10 ¢33 to ary independznt consultants or contractors other than for (a)
lundrazs:.f: (b) accounting, () legal fees. (d) imsestmentlees? . . . . L. . ... i e 15
It yes™, attach a fully completed schedu-2. lm2 Part Il of Scaedule A (Form 990) fer the five highest pad s
regardiess of the amounts. Enter kere the lotai of alt payments 1o all incependent contractors. .. 15a § e HO
16 oy incurred or paid any of the folioa:ng tazes ars or relaled penaities, enter-the amoynts in the
D:anks prov.ded.
Tax Penalty !
a Payroll (employer's portion cf both teeralandstate) . ... .. ... ... ... .. .. 162 | 12,105.74
b Sales(onutemsyousold) . ... .. L. .. 16b
¢ PersonalProperty . ... ... e 16¢
d RealBstale . ... ... ... . e 16d
e Unrelaled Busmessincome . . .. 16¢
17 Were you named as a benehiciary to recesie a pertiza cf commercial transactions (commercial co- Yes “‘°1
ventures joind venture markeling, or cause-reiated marketir)? X
It “yes”, enter here the gross amount recewed . ... ... ... ... ... ... 17 §

(18-39 not currently 1n use)

PAGE 2
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MEDICAL AID FOX TL SALVADOR
C5-3£-3046
0473294

FORM 990, SCHEDULE A, PART III, LINE 2(4': PAYMENT FOR SERVICES:

MEDICAL AID FCR EL SALVADOR HAS A CONTRACT wWiIH FRONTLINE CAMPAIGNS, INC.
TO D0 THEIR TLLZHARXETING FUNDRAISING. EI ZIMMERMAN, AN OFFICER AND DIRECTOR
OF MEDICAL AID FOX EL SALVADOR, IS ALSG 2% THE BOARD OF DIMECTORS OF FRONTLINE
CAMTAICKS, INC. 1IT SHOULD BE NOTEZD THAT *3. ZIMMERMAN LEaVES THE MECICAL AID
FOR EL SALVADOR BOARD MEETINGS WHEN ANT FRUNTLINE ISSUES ARE DISCUSSED OR VOTED
N. HE DID NOT VCTE ON THE ORIGINAL CCHTRACT, NOR 2ISCUSS WITH Tht zOARD OR
STAFF ANY FRONTLINZ CAMPAIGN ACTIVITIES.

.- .- oo m .- e o m— ——— + - - B
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LAW OFFICES

' GOODSON anD WACHTEL
A PROFESSIONAL CORPORATION
TELEPHONE (310) 208-8282
10940 WILSHIRE BOULEVARD FAX- (310) 208-8532
SUITE 1400
LOS ANGELES, CALIFORNIA 90024-3941

OF COUNSEL
DECASTRO LAW CORPORATION

HAL KATEN
LANCE JON KIMMEL

November 22, 1995

Office of the Attorney General
Charitable Trusts Section

300 S. Spring Street

L.os Angeles, CA 90013

Sty

Re: Dissolution and Disposition of Assets of

Medical Aid for Fl Salvador ..

b

Dear Sirs:

In accordance with Section 6716(c) of the
California Corporations Code, this is to request a written
waiver of objections to the disposition of the remaining
assets in connection with the dissolution of the above-named
California corporation.

Medical Aid for El1 Salvador (M.A.E.S.) was
incorporated on May S, 1981, as a nonprofit corporation
(copies of the original Articles of Incorporation are
enclosed) and was granted exemptions from both federal
income and state franchise taxes. Up to the cessation of
operations effective April 30, 1995, M.A.E.S. was governed
by a Board of Directors, consisting of nine persons (the
authorized number of directors was ten), and had no
corporate members.

Enclosed is a copy of M.A.E.S.’ election to wind
up and dissolve, together with a certified copy of the
Resolution of the Board of Directors of M.A.E.S. by which
the election to wind up and dissolve was made. This
Resolution includes a plan of complete liquidation and the
proposed disposition of M.A.E.S.’ remaining assets. The
proposed distributee is FUDESOR, a corporation organized and
operated for charitable purposes selected by the Board of
Directors in office at the time of dissolution, as required
in Article V of M.A.E.S.’ Articles of Incorporation.

prr Y




LAW OFFICES

© GOODSON aND WACHTEL

A FROFESSIONAL CORPORATION

Office of the Attorney General
Charitable Trusts Section
November 22, 1995

Page 2

FUDESOR is an organization located in El Salvador which has
been the recipient of significant amounts of M.A.E.S.’ funds
in recent years, in implementation of M.A.E.S.’ charitable
purpese. Documentation regarding FUDESOR’s organization and
charitable purpose is enclosed. Please contact me in the
event you require additional documentation.

The assets of M.A.E.S. on April 31, 1995, the date
of cessation of operations, were $18,063. Officers of
M.A.E.S. have informed us that none of its assets were (or
were purchased with) proceeds of restricted funds or gifts,
nor did they consist of the proceeds of fundraising
campaigns through which special representations concerning
the use of such proceeds were made to donors. $8,063 of
that amount was set aside for the payment of estimated
expenses, taxes, unascertained or contingent liabilities,
and expenses of winding-up, distribution of assets, and
dissolution. The remaining $10,000, plus any funds
remaining after all liabilities have been ascertained and
satisfied, will hopefully be paid to FUDESOR, to be used for
charitable purposes by which to continue to reflect the
mission undertaken by M.A.E.S. during its existence.

Also enclosed for your information is a copy of
M.A.E.S.’ Form CT-2 for the fiscal year ended April 30,
1994. If you need further information or have any
gquestions, please call us at your earliest convenience.
Thank you for your assistance in this matter.

Very truly yours,

IS
A7 ,/C>¢d$§

Hal Katen

HK/je
Encl.
YEL/1Q3.F1

e S
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<7 et OFPICES OF WAYNES McCLEAN™ ' (§1¥)39s-uurss
' g?fzo Clazendon Straet, Sulte 200
.[ Woedland Eills, Ca 91347

658764
Agg:i:vrounuu Plaintiffs In Pro Per

\n&8rt RAMS Gf £ouR, /udialal diammiel or Branch seurt, If any, and post ofics and street scdress:
SUPERICR COURT OF THE STATE OF CALIPORNIA
COUNTY OF LOS ANGELES, - CENTRAL BRANCK

-1l No., Hill sStreat

; Los Angeles, CA $0012

FCAINTIER.
NAYNE McCLEAN)IAN MZRZOGROBERT B. STEINBERG;
| CYNTRIA R. CHIKARZRAUTH;LUKE ELLIS;GARY FAUL

LIRT S S

lmmmﬁ
ANGELO PAPAREILLA

ch soas ro 100

CONTRACT |
L EICOMPLAINT _CICROBS-COMBLAINT

1. This 2lesding, Inciuding stachments and ixhlblu, consigts of the [otlewing number of pagus: . . 1.

2. a. Tach plaintf named abave la & campetent gault - .
3 ixeont piainti¥ (name):

. D 8 corparaton qualifisd 1o do business In Californis
- 3 an unincarporated entity (cescribe): :
30 other (2peqity): . . 3

: .
]
titlots ngme
*"n

TN S yehe st s 0 e

_ B. ) Piaintit (name);
. 3 bas complled with the flatilious businesa name laws and Is doiny businags under he (n

of (30e0ity):
] has comgpiled with ail ficensing requiremaenis ag a licensad (specily):

XA, 4r. 0, i,

d. (] Celendania wha wre joined pursuant to Code af Clvil Procedure section 382 pre (nameay.

; . GContinued) .
"@mmmm—-ﬁ—' e - e

m ty ine
etal Couneil of C‘lhhnﬂl

N P R COMPLAINT—~Cantract

— , ) .
¢. (] Information about additional plaintiffa who ara not compelont adults is showrn lnﬁamummz--.ﬁ#émnem 2ql.

3. a. RLach defendant named sbove is 2 natural person f i

_ [X] Exsept defandant (name): 3 Exeept defendant (agime): 3 ]
Doss 1-1060 , [

) a busineas arganization, form ynknewn (] = dusiness crganization, lorm own !

3 acerperation 3 a cerporation! . )

- ] an uninadrporated entity (deseride): 7] an unincorporstad entity (desq b‘ :
) 8 sublic entity (descrde): {3 & publie sliu-!yi(dncrlbv): A ‘

- - 1 |
] othar (specih): CJother (spacity): P

b. The irue namaes and capacilies of defendants sued a2 Does ars unknown to phln'un. : i

- . (] Information about addiliensl delendants whe are not natural persons is eontined in Comalai -; f
Ansahment 3o, o 13 ;

' )

!

i

LCP a4s.12

e o+

"
¥ AP 3 g -




-

CASE MLNBE

ATTACHMENT TO EJComplalat {JCross-Compiaint
(Use & separate Caves of acrian form for each cavse ¢f action.)

8C.1. . Maint¥ (name): Wayne ¥cClean; Robkart B. Steinbarg;Cynthla R.
chihak-Rauth) Luke Ellis; Gari Paul;Ian Herzog
slleges that on of about (date): APTil 23, 1993
8 [Xwrittan oral [Jother (specify):

SHORT TI™uE: it 21
MeCLEAN v, PAPARELLA _ o - : ‘
- ' —
PIRST_ CAUSE OF ACTION=Breach of Contract ng. 3!

reament was mada dafween (Aame partes o iénmm):' Dafaondant ANGELQO JiPAR}?:hIfA ’

Plaintiffas as guarantecs and FIRST LOS ANGHLES BANK &s lender
T A copy of the agraament is attached as Exhibit A, or :
X The essential terms of the agreement [ Jare stated In Attachment 8C-1 [Jare a1 foilo

That defendant PAPARELLA, in aexchange for receipt of a $2%,000
FIRST LOS ANGELES BANK,guarantead by plaintiffs, would nake ag
interest payments monthly beginning May 25, 1993, with ths pri
balance along with remaining acorued interest due on or bafura

October 23, 1993.

§C-2. Onarabout(datpa) - gotober 235, 1992
defandant breached \ns agreement by Cj

fipecily): falling to pay the loan when it bacame-due, alcn
princijal payments mada during the antire time of thé loan. A

Apocify): |

an through

1ed
Lpal

-

5

-

FRE PEOIPR

)

e scla epacified in Altichment BC-2 [ the mnT g acts

A

ith r{o
resyle,

FIRST LOS ANGELES BANK has made demand for full paymgent on fr.hmg'lalnu’ff-

guarantors. .

C-3. MsintM has performed sil obilgations o defendant excapt those obligatiung RIRinLIf wuy umvﬁ
excused from perfarming. e

BG4, Plaintit sutfered damages legally (proximataly) caused by defandant’s Braach bt the ugraument "

T aa stated In Attachment BC-4  [33 a9 followe (azecify):
Plaintiffs have bean held responsible for full paymeat of the
aforementioned loan by the lander, PIRST LOS ANGELES BANK, whi

iy 1 A T i e

)
§

1

d or

not only inaitutasg possibla collection actieon against thum, bu; pmlsa

brings the possibility of damaging their credit.

¢ :
) ¢ {
8C-8. [X) Puintit! is entitied 1o sttamay leas by an sgreemaent or a stalute X
Cots : : '
30 scsarding to pree!. : ot
BC-4. ) Other :
i :
i !
M ]
|
———-- .
‘ Ra 300235 _ CA_USli on AﬁTlON—Qn-eh of Contragt ' : g cer %l O
: ‘ . P .- H o 4 '




MaCLEAN V.

R

PADARELLA | l ..

~2HE1RD = CAUSE OF ACTION=Fraud
ATTACHMENT TO T Complaint JCrase-Campiaint

(Use & teparate cause of acticn form for egch cavss of acson.)

FR.1. Maintif (name):

CHIAR-RAUTN; LUXZ ELLIS;GARY PAUL
alleges gt detendant (name):  ANGELO PAPARELLA

onorabout(care): April 23, 1993 dafrauded aigintiff as lolows:

FR2 2 intentionai er Negligent Migreprasantation
8. Defandant hade repredentations of materal fact [ as stated in Arsghmant FR-2,2

-

WAYNE McCLEAN;IAN XEZR20Q)ROBERT 8. sranncm.;qrgm LA

MO A, o, Temde

; IQliows: :
pafandant, in writing, promised the plaintiffs that hu Vvﬁ '

and coulg repay the lean in full at tha speciliad date «
oan's maturity, namely Qoteber 283, 1993,

B. Thase rapresentations ward in fact faise, The iruth was (] as stated in Attachmant FR-2.

Defendant did not have the funds nor did hu have tlito abj
- xtp&y the loan as ;:cw.iud

¢, Whan deferdant made the reprasantatens,
R defendant knaw thay wers faise, or
X defandint had ne reqsonabla ground for tetlaving the reprosaentiationg were truo.

d. Defendant mede the regraseniations with e Intent ta defraud and indycerglsintlf ta a
in item FR-8. At the time plaintif! acted, plaintt ald not know the repteteniations were lal'
ey ware true. Plaintiit acted (n justiftiadia refanca upon e truth of the rcanunuuons

PRI, ) Concssiment
8, Defendant concenaled or suppresaed materiel fagts [ Jas stated In Attashament FR-J.4

Defendant naever had any gource of funds to pay back the:
upon mazuyity, d&nd the promisas he gave to plaint{ffa wore

on untruths and unsubtantiated facts, which he knew wece fail
B. Defendant cancsaled or suppressad matarial [zats

[ defendgnt was dound to dissioss.

(3 By telling plaintiif othar facts to misiesd piaintif and prevent plaintiit from dlscuvoring
or supp(uuc m

a. Qafendant qoncesied oF supprasasd thess facts with ihe Intent o Jdefraud and inducs

facts and wquid not have lkea (Ne actian If piaintff had kdiovm the /acts. .

1)

-

%
*
h

v
Z
i

as !ollO\rS:

Lty to

o s THMA WA -

i .
§ H
describpd
nd bello

gnur o apt
as described In item FR-§, Al the Ume plalnllif acted, plaintilt was unaware 8f the concesled g*uppmﬂ d

(Cantinuea) 4 !
S A CAUSE OF ACTION—Fraud ; - % con .,,’
%



. McCLEAN v.PAPARILLA ]
Exemplary Damages Attachment P

ATTACHMENT TO (X1 Complaiat [JCross-Complaint
As sdditional damages sgainst detencant (name): - ANGELC PAPARELLA

&X-1,

- piaintiit alieges defandant was guitty of o

X mailes
X3 traud

—_ X eppression i
additjon 10 aewal dm;ﬁag. damages

43 defined In Civil Coce sectian 3294, and plaint¥ shouils ncenr,
to make an exampiq of and o punish dmum. .

6X-2. Tnafects supperting plainlift's ciaim are as follows:
Plaintiffs were given writtan assurance by defendant tha: h

~ had the sources and would timely pay back tha loan to FIR3T LOS:
BANK that they had guaranteed. Dsfendant knaw at the time of &

agreement that he would not have such sources or any funds a%: &
time of the maturity of the lecan that could fay it off in a ti
nkt, upoa dafendan

T Sgshien. Plaintiffs relied, .to their detrim

mises, which were false repzresentations, with the gole incan

-3 L
; cbtaining £:ec money, leaving plaintiffs credit status in
— jeopaxdy.

§X3. The amaunt of exemplary damages wought is
& (X7 not shawn, pursuant to Cade of Civll Pregedurs section 425,10,

- b.CIS

_ Pr
e s 14 Exemplary Damages Attachment

-
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---= United Statas Bankruptcr_..ﬁpa‘s 55233 WARV PETITION ---

CENTRAL DISTRICT OF CALIFORNIA

Dedtar: 1BGELO I. PLPARELLY
NAME OF JOINT DEBTOR

IN RE vevommecmcccnea—mnena- o6ty 1oz, L. Xarch - 476

ANGELO A. PAPARELLA 7Ny BT33 .

ALL OTHER NAMES ee--me—ec=-- mrero7 (CPLETE) NO JOINT DEBTOR
Mi): 02/02/94 09:00 FO1

SCC. SEC./TAX I.D. NO., e==-- RENNIVE DATR - MLLITING CORPILNATION)

114-54-1722

ST:EET ACDRESS QF DEBTOR ====-=-- xxs FILED ';; 06

1071 SOUTH MANSFIELD AVENUE 13/28/93
L0S AKGELES, CA. S001S cLIer, 0.3, JAIDROPECY Comt?
COUNTY OF RESID:.HC.. ---------- ~CEBTLIL DISTRICY OF CALIF.

LOS ANGELES Ry M
AILING ADDRESS OF DEBTOR ----3KIHT K: HI -074241 ¢l M

1071 SOUTH MARSFIELD AVENUE
LOS ANGELES, CA. 80018

: V-NJ' ------—----------————Laaanss233——“——------; ------
Debzior has had a residsnce in this District for 180 days immediately

preseding the date of thig petition.

---------------- IHFORHATION REGARDING DEBTOR =====--====o-meo-oom=ee
CHAPTER OF BANKRUPTCY CODE

TY?S OF DEBTOR

Individual UNDER WHICH THZ PETITION

NATURE OF DEBT ! IS FILED

Noa-Business/Consuner - V7

A. TY?Z OF BUSINESS ! FILING FEE

N/A i Attached

'g)ABRiiFLY DESCRIBE NATURE OF BUSINESS ~ececcccecccmmccccacccenca-
ATTORNEY NAHE AND ADDRESS--

STATISTICAL/ADHINISTRATIVE INXORMATION--
CHERYL L. CHRISTOPHER, ESQ.

Dettor estimates that, aftsr any sxexmpt
precgerty is excluded and administrative

expanses palid, thers will be no #unds .: 5225 WILSHIRE BLVD.

aveilebls for distributien to unzecnred SUITE 804
crediters LOS ANGELES, CA. 80038

------------------------ eccccecesee~e=-==! STATE BAR NO.S8S2872
Tange (sard cods) | (213) 833-8375

NO. OF CREDITORS 1-1S5 (1)
ATTOXNEYS DESIGHATED TO

Under 50 (1) ! REPRESEINT DEBTOR

CHERYL L. CHRISTOPHER, ESQ.

-
-~ T B Y e e B o e @ e e e

e - e— - - -
L —-——-——----.--_-___

- anr oo e

LIABIL. (thousands) 50-88 (2) . AND ROBERT EUBANKS, ESQ.
N3. OF EHPLOYEES N/A e mmcmmmcmc—mc—mce—cmee
----------------------------------------- {THIS $74CZ FOR COURT USE CHLY
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THE $TRING$?

(Al amounts from all campaign disclosure reports
filed with Fair Political Practices Commission

1/1/95 through 3/9/96)
o2
S
Y
Progressive
Campaigns
$ Commissions
Signature Amount Unknown
Gatherlng | -~--=--~------
and
Door to Door
Fundralsing

PROGRESSIVE CAMPAIGN EMPLOYEES SOLICIT $ FROM PUBLIC
IN NAME OF VOTER REVOLT, KEEPING 50% OF AMOUNT THEY COLLECT

CAPI: 310-475-0424

- ..-Vit't::--é Cu-ilbr']lﬂ {
$10.94 million

Transamerica Ins. Co. $50,000
Al Shugart $255,801
David Packar/HP $721,900
Cypress Semiconductor $200,000
Symantec $200,000
J. P. Morgan $1.65 M (loans)
Kohlberg, Kravis (partners) $99,000
Integrated Device Technology $100,000
Burt McMurty Venture Investors $100,000
intel Corporation $550,000

" e sEEwws w B NEW R BINCARIWIRY: LT FLAILL.
JitIZ\-nw hgaulailphblli l{nitidll'\'és
310-475-0424

>

‘ $531,989

Zimmerman
and
Markman

Political
Consultants

$226,902

Campalgn disclosure reports show that high-tech
billionaires, big businesses, Wall Street investment
firms and at least one insurer have paid two
private firms over $3 million to campaign for

Props 200, 201 and 202, using the name

"Voter Revolt" to convince voters that these
initiatives are grassroots based.

The Alilance has apparently spent $4.53 for
every $1 In.contributions it has collected in
its effort to show "grassroots” support for
these special

interest initiatives.
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Exhibit 22
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Altiance 4o Revkaliss California - . ID# 950300
Taouary 1, 1995 - March 31, 1995 :

CODES FOR CLASSIFYING RXPENDITURES

sy E OO ZTr-D

Contributions: Manetary aad In-Kind

Independent Bxpenditures

Literature

Broadcayt Advertising

Newspaper and Periodical Advertising

Outside Advestising

Surveys, Signsturs Gathering, Door-To-Door Salicilations
Fundralsing Bvents

General Openations and Ovethead

Travel, Acoommodationa and Meals (Must be Described)
Profcssional Management snd Consulting Sesvices

Page 154f 21

Do not itemize accrued expenses on Schedule E. Repord only the lump sum of such payments on Line 4 in the summary.

Name and Address of 1

Amount
|—_Esyee, Creditor, or Recipient | Codel or _Description of Payment | Accrued

Py v i s 75000
1250 Sixth Street, #202
Santa Monica, CA 90401
Progressive Campaigns S $2,095.75
3425 Ocean Park Blvd,, Suite 2064 16
Santa Moaica, CA 90403 : .
Michacl Johnson G ’ ' $14,400.00
339 Nosth Orange Drive
Los Angeles, CA 90036
Munger, Tollos & Olson Q $11.693.60
355 S. Geaawd Avenuve ~
f.os Angeles, CA 90071 .

SUBTOTALY $46,939.15
Accrued Expenses Summeary
). Accrued expenses this period of $100 or more. $46,939.35
2. Accrued expenses this period of under $100 (do no itemize), : " $0.00
3. Total accrued expenscs incurred this period. $46,919.35
4. Total acciied expenscs paid thia pesiod, $0.00
5. Net change this period., $46,939.35
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Exhibit 2

, Form 419 Schednde B - Payments and Centributions (Qther Than Learns) Made
Alliance fo Revitalize California DA 950300
Tanoary 1, 1995 - March 31, 1995

CODES FOR CLASSIFYING EXPENDITURES
C Coatributions: Manctary and In-Kind
I Independent Expenditures
L Literaure
B Broadcast Advertising
N Newspsper and Periodical Advedixing
O Outside Adventising i
S Susveys, Signatum Gathering, Duor-To-Door Solicitations
F Fundraising Bvents
G General Operatipns and Overhead
T Travel, Accommodations and Meals (Must be Described)
P Professional Maaagement and Consulling Services

Page 12021

* Do not Memixe accrued expenses on Schedule B Report anly the lunap som of such payments on Line 4 in the summary.

Nawme and Address of - s Axmount
| Poyes, Craditor, or Recipient Code | or DeciiptionofPavent | Paid
Robest Kaplan P ‘ $7,000.00
12021 Wilshire Bivd,, Suile 542 P $1,14542
Los Angeles, CA 90025 P $2,500.00

T Sce Schedule Q $290.06

Zimmerman & Markman P S '$3,750.00
1250 Sixth Streel, #202 T Sce Schodule G $337.54
Santa Moaica, CA 90401 .
Steinberg and Associates Inc, P $5.000.00
335 Suwint Road
Calabasas, CA 91302 -
Niland Design ' L T $2993.21
942 South Van Ness Avenue L $2,993.27
San Prancisco, CA 94110 '
FedBx L $138.10
P.O. Dox 1140 L $13350
Memphis, TN 38101-1140 L $4935

4 ' L $119.20
Accupent L $3.500.00
846 S. Roberisoa Dlvd, :
Los Angeles, CA

Contlaued on Next Pags
| Lo o ! ‘ ‘



BAAIRIIAN bk bd

Payments and Contributions (Other Than Loans) Made

Alliance to Revitalize California 1D#950300

CODES FOR CLASSIFYING EXPENDITURES

C Conmtributions: Monetary and in-Kind

I Independemt Expenditures

L. Literature

B Broadcast Advertising

N Newspaper and Periodical Advertising

O Outside Advertising

S Surveys, Signature Gathering, Door-"To-Duor Soficititions
F Fundraising Events

G General Operations and Overhead

T Travel, Accommodations and Meals (Must be l)ut.ulu.d)
I Professional Management and Consulting Services

]

Do not itemize ucerued expenses on Schedule €. Report only the hump sum of such puyments on Line 4 in the summary.

Califormia 1994 Form 419

Statement covers pcuud from April 1, 1995 through June 30, 1995

Nawe and Address of

Anount
Paycee, Creditor, or Recipicnt Code | or DescriptionofPayment|  IFald

Zimmeriman & Markiman P $10,000.00
1250 Siath Street, #202 i) Sce Schiedule G $1,167.00
Santa Monica, CA 90401 N See Schedule G $7,403.28
Steinberg and Associates tne, i ‘ $10,000.00
335 Stuat Road P $10,000.00
Calabasas, CA 91302 G Sce Schedule G £572.00
Niland Design L ' i $601.34
942 South Van Ness Avenue L $389.91
San Francisco, CA 94110
Fedlix L $203.45
P.O. Uox 1144
Memphis, ‘TN 38101-1140
Acuprint printing petitions $5,663.64
846 8. Robertson Blvd. printing petitions $3,420.10
Los Angeles, CA printing pctitions $4,104.00

printing petitions $5,939.40

SUBTOTAL $59,404.12
Continued on Next Page
!

Pape ## 12 of 25
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Accrued Expenses (Unpaid Bills)

Alliance to Revitalize California 1D#950300

CODES FOR CLASSIFYING EXPENDUTURES

Contributions: Monctiary and Wn-Kind

Independent xpeaditures

Literaturc

Broadeast Advertising

Newspaper and Periodical Advertising

Qutside Advertising

Surveys, Signature Gathering, Door-To-Door Solicitations
K TFundraising Events

G General Operations and Overheid

T Travel, Accommodations and Meals (Must be Described)
r Prolessional Management and Consulting Scrvices

- N QO Z=T -0

Cabiloria 1994 Forin 419
Statement covers period from Aprit 1, 1995 through June 30, 1995

Page # 18 of 25

Nume and Address of

Payee, Creditor, or Recipient Code| or_Description of Payment |

Progressive Campaigns S

3435 Ocean Purk Blvd,, Suite 206-110
Sanmia Moniea, CA 90405

$3.528.00

Do not itemize ncerned expenses on Schedule B, Report only the hnup sum of such payments on Line 4 in the summary.

Amuount

Accrued

Zimmeraman & Markimin P
1250 Sixth Street, #1202 P
Simta Monica, CA 90401

$15,000.00
$5,000.00

Tom Proulx €]
539 filetcher Drive
Aherion, CA 94027

$30,000.00

Acuprint
840 S. Robertson Blvd,
1.os Angeles, CA

printing petitions
printing petitions

$338.58
$2,370.68

Virginia L. Boyd p
181 Mimosu Way
Portoli Valley, CA 94024

$3,000.00

MCI
2.0, Box BOSHHO
Lousiville, KY 40285-5010

c

$122.83

Howard, Rice G
Three BEmbarcadero Ceater, Seventh Floor
San Prancisca, CA 941116005

$1,367.68

Internal Revenue Service G
Fresno, CA 91884

$192.80

SUBTOTAL

36092117

| l




EXIDIT 22

* Schedule F;

California 1994 Form 419
Accrued Expenses (Unpaid nms) ' Smnlemmvmpuiodﬁmlllyl 1995 through September 30, 1995
Alliance lo Rcvilaliu California 1D0950300 ' Page ' 22 of 29
CODES FOR CLASSIFYING EXPENIDITURES '
C  Contributions: Monctary and In-Kimd
1 lndcpcmau Expenditures
L .
B nmaduqumm
N Newipaper and Pesiodical Advertising
O  Outsido Advertising
S Surveys, Signature Gathering, Door-To-Dour Solickations
F Fundraising Bvents °
G General Operations and Overhead
T. Traved, Accommodations and Meals (Must be Described)
P Professional Mansgement and Consulting Services
*  Donut itemlse accrued expenses on Schiedule E. t only the henp sum of such payments on Line 4 in the summary.
Name and Addrems of Amoust
i, 0 REcipiey 0081 0 LCNCIIRLON 08 & ANTOS _m_,

Pmslwwc Clmlnism s |- . $66514.75

3435 Occan Pask Bivd,, Suits 206-"6 S $64 80000

Santa Monica, CA 90405

Zimmesan & Markman P $15,000.00

1250 Sixth Street, #202 a $436.03

Sama Monica, CA 90401 T $169.99

Tom Proulx . a $15,000.00

539 Flewchies Drive

Athertom, CA 94027

Maustman, Carlion, DiSsnte & Frodenberger | T . $M164
18881 Von Karman Avenue, Suits #1450 G $93548
Jevine, CA 92715 : '
Stephanie Castor " G $1,441.86
445 Rooscvelt Avenue, Apatment B
Sunnyvale, CA 94086
Steinberg and Associates P $50,000.00
13$ Stunt Road '

|Calabasas, CA 91302
11asold Marsh P $10,000.00
P.O. Box 251739

|Los Angeles, CA 90025

SUBTOTAL| $224965.17

Continned on Next Page




EXNIDIL <<«

. * Schedule B:
Payments and Contributions (Other Than Losns) Made

d Alliance to Revilalize Califorsla ID§950300

CODES FOR CLASSIFYING EXPENDITURES

C Contritutions: Mooetary and In-Kind

I Independeat Bxpenditurcs

L Literature

B Broadcast Adveniisiag

N Newspsper and Periodical Advertising

O Outside Advertising

S Surveys, Sigasture Gathesing, Door-To-Door Solicitations
F Fundraising Eveats

G General Operations and Oveshead
T Travel, Acoommodations and Meals (Most be Desciibed)
P Professional Management snd Consulting Seqvives

* Do nof itemize accrued expenses on Schedale E. Report only the lumip suma of such psyments on Lioe 4 in fhe summary.

" Califosnia 1994 Form 419 -

Siatement covers peniod from July 1, 1995 through September 30, 1995

Continued on Next Page

Name and Address of Amount
. Payee, Creditovr,orRecipient | Code | or Rescyiption of Payment Paid
Zimmerman & Markman P $45,000.00
1250 Sixth Street, #202 . a Seo Schadnlec G $50021
Sania Moaice, CA 90401 N Ses Sclioduic G (381000
Niland Design * P $408.50
942 South Van Ness Avenue”
San Francisco, CA 94110
FedEx g SUIAS
P.0O.Box 1140 a $13708
Memphis, TN 38101-1140 [¢] $151795
|Cont Furniture ) G $12469
2925 Mead Avenue : (4] SIAU69
Santa Claa, CA 95051 G $124.69
Acuprint prigting petitions $2,54.70
846 S. Rokertson Blivd, priating petitions $2554.70
rl.os Angeles, CA peialing petitions $3,927.66
printing petitions $L41591
prining petitions - $1,13200
printing petitiony $1,73200
printing petitions $3464.00
ng petitions $3.464.00
SUBTOTAL $68,216.20

!

l

Page# 16 of 29
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l!lanu fo Rcvhallu California ID¥950300

Lk Paymcnu md Contribuliom (Other Than Loans) Made

Statement covers period from October 1, 1995 through December 31, 1995

: [Vandenberg & Assoclites P $11,000.00
$532 Woodnu(f Avenue #303 P : $15,000.00
wood CA 90113 T Seo Schedule G $1,721.81
' a See Schedule G $3283.77
VIVID Business Syucms g $202.50
800 E1 Canino Real, Suits {80 a $701.31
Mountaln View, CA 94040-2567 ‘G $2,08142
: ' a $606.65
a $360.00
, G $292.50
a $50625 |°
Wells Pargo Bank G * |BankFees $221.27
735 Santa Cruz Aveaus
Mealo Park, CA 94025 : _
William Westermeoyer, T SW %29 SAC-LAX-SAC $144.00
Voter Revaolt, 1814 1 Sirect
Sscramento, CA 93816
Zimmenmana & Markman P $15,000.00
1250 Siath Street, #202 , P $15,000.00
Santa Monks, CA 90401 ' G See Schedule G $681.50
T Sco Schedule G $949.81
SUATOTA $67,152.61
Paymaenis and Contridutions Mads Sunmary
1. Paymenis made this pesiod of $100 er more, . $680.985.00
2. Payments made this period of under $100(do not itemize). $15181
1. Tola} intcrest pald this period on outstanding loans. 441887
4. Total accrued expenses pald ihis period. $112.971.38
5. Total paymonts made this period. $803,529.06

CGalifomia 1994 Form 419°

Pags# 23 of 36

Received Time__Feb 5 2:43PM____=Print Time Feb. 5. 2:55PM Lein
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Exhibit 99

:33A

Sciredule b - California 1994 Foau 419
Payments and Contributions (Other Tlun Loans) Mado Statement covers periodfram January 1, 1996 dwough Felbicuary 10, 1996 *
AlGance 10 Revilalize Callfornia, A Commitiee for Propositions 200,101 and 202 . Page # 20 of 31
1D¥950300 '
fWests Pargn Bank a : §10.00
735 Santa Crez Aveaus G §140.00
Mcalo Park, CA 94025 G $22.00
a $1.50
Zimmorman & Maskmnaa Pl $15000.00
1250 Sixth Street, 4202 G, 1 See Schedute O $51847
Santa Manics, CA 90401 T, t Soc Schodule O $1.04760
B ' $210000,00
SUBTOTAL 3226,733.98
Payments and Coalributiont AMode Snmmary
1. Payments oade this pedod of $100 or moro, $643893.80
2. Paymants ausda this poriod of wndar $100 (do nat licmiac). . $0.900
3. Total increst paid this perbod on osistanding loans, ! 3163348
4. Total accrued cxpenats aid this period. | ‘ $238M6.LT
3. Totsk payments made this petiod, 388138545




LXN101T 22

Schedule [ ) Califomia 1994 Form 419

Accrued Expenses (Unpaid Bills) Statement covers period fram Pebruary 11, 1996 through March 9, 1996
Alliance lo Revitalize California, A Cammittee for Propositions 200, 201 and 202 Page # 33 of 44
IDH950300 .

Name and Address of Amount
| Payse.Creditav. ar Rediplent 1Code!  gr DescrigtiognglPayment  {  Accrued
Voter Education Project L, I [Slalc Mailer . $25,000.00

4041 MacAsthus Bivd,, Suite 190
Newport Beach, CA 92660
National Tax Limitation Committee PAC Slale | L,1 [Slate Mailer ' $7.000.00
1817 Capital Avenue, Suite A
Sacramenio, CA 95814

Arisiotle L, 1 |Slato Maller $11935.00
205 Ponnsylvania Aveaue, SB

Washington D.C. 20003

Your Ballt Guide L, 1 {Siatc Mailer ' $10000.00

15233 Vennn Blvd,, Sulte 20
Sherman Oaks, CA 91403

Steinberg and Associates, tnc. P $18225.00

333 Siunt Road

Calabasas, CA 91302

Zimmormaa & Marknan n,1 $60000.00 .
1250 Sixth Strect, #202 , B, 1 $3spooon| (-

Santa Monica, CA 90401

SUBTOTAL] 39500000

Accnied Expenses Summary : .

1. Accrued expenses this petiod of $100 or more, . $332597.15
2. Accrued expenses this period of under $100 (do not itemize). ' $0.00
3. Tolal accrued expenses incurred this period, $332597.75
4. Tolal accrued expenses pald this period. $61386.30

§. Net change this period, $271311.45
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Tate Independent Bxpeuditure Report

. =

California 1994 Fonn 496

Nanie of Filer ;;
Alltance to Revitalize California, A Committee for Prapositions 200, 201, and 202 -
Maiy Office Address and Phoye Nuinbey ' Nottlem Califomia Office and Phoie Number —
3303 Pico Rlvd,, Suite C A87 Oak Grove . RECEIVG M) EiLED =
Sunte Monics. CA 90405 Menlo Pmk, CA 94025 | 18 e otlec o the Secighary of 310 =
310-264-3433 415-614-1900 o the Sto ol Gl =
ID# 950300 '
i as
T nte 1",‘.92,.",],,"! Tepapditee: . o 'AR ' 2 '996! 5
$enee of Bullor Mensnee Sopparied o1 ¢ ape O —
Atoney’s Fees. Shatelindders Actious. Class Actions. laitinive Stntule, . ULL OHES, Saggotaryof Sble =
|Batlot Number/Lelter Jupisdiction Supipart Oppose - o
Peoposition 201 . 15wtz of California_ X '
Latc Independent Kxpeaditures Made
_Dite ‘Description of Expenditure Awount =2
03/12/96} Votar Education Project $8,333.33 o
. 4041 MacArttmrBoulevard, Suite 190 ‘ =
Newport Beach. CA 92660 s
State Mailers for March 1996 Primary Election ‘ ~
) Mot Total way SZ3 NN Jop Proese - dpioge 20, 330 gl 302 : . =
[ 03/12:96|National Tax Limitation Conunittes PAC Slate ) $2.333.33 |
1817 Capitol Avenve, Suite A i -
|Sacramento, CA 03814 =t
EShnees by oy Y Fapely 19097 Prisnaey 1 ction =
- Nole: Torai was 3y jor i reposinaii I, 20} and sye O b
03/12-96| Zimmerman and Markan, loe, $20.000.04) | -
1250 Sixth Streel. H202 o
Santa Monica, CA 90401
TV Production Advance
Nae: Total was 360,006,000 for Fropusinums 2ol 201 v 202

IYepared 3/12/96 by Virginia L. Boyd. Treasurer

| I N B ool

[ -
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t Alliance to Revitalize California Form 419, Schedule E Page 13 ol 21

Progressive Campaigys S $14,000.00 ] ™
[ [mm Suite 206-116 S $14,000.00
Sala Monica, CA 90405 S 3$14,000.00
S $14,000.00
3 S $14,000.00
2 S $14,000.00
S $6,150.00
S $7.000.00
3 S $4,500.00 *
S $9,150.00
S £7.800.00
S $6,150.00
S $6,150.00
S $15,000.00
S $30.000.00
S $8,170.00
a Sce Schedule G $2,229.49 J
L See Schedule G 313241
MClt a ) $347.17
*.0. Box 85053 G $£330.07
Louisville, KY 40285 ’
Fenwick and West G £519.06
Twuo Pulo Allo Square
Palo Alto, CA 94306
Howard, Rice G $5,000.00
‘Three Embarcadero Center, Seventh Floor G $15,000.00
San Francisco, CA' 94111-6065 '
Harold Marsh G $5.000.00
P.0. Box 251739 ¢ $5.000.00
Lus Angeles, CA 90025 a $5.000.00
Pucific Bell G $215.85
Payment Center }
Sacramento, CA 91388-0001
Stite Compensation Insurance Fund G $259.79
P.O. Box 7980
Sun Francisco, CA 94120-7980
State of California, Attorney General G $200.00
1515 K Street
| Sacrimento, CA

Continued on Next Page




LXIMDIT L2

A Y YR N E Y O B e B IR VIR 1] e I BV

Payments and Contributions (Othier Than Loans) Made Statement covers period from April 1, 1995 through Junc 30, 1995
Alliance to Revitalize California 1D¥950300 Page # 13 of 25
I” |Proressive Campaigns ) $32,904.25

a[ 3435 Occan Park Blvd., Suite 206-116 S $28,000.00
Sanlia Monica, CA 90405 S $30,000.00
S $359.55
S $1,125.85
S $15,000.00
S $302.20
S $29,000.00
S $13,557.50
S $30,500.00
S $40,000.00
s $671.15 (’
S $41,000.00
S $42,000.00
S $1,177.10
S $57,000.00
S $3.703.50
S $65,000.00
S $62,000.00
S $1,481.15
S 381,000.00
S $363.35 J

Vendors receiving $100 or more: G $2,867.36

GTE California, Payment Center $480.26

Inglewood, CA 90313-0001

Tele-Communications Interniational $900.00

8383 Wilshire Blvd., #1000

Beverly Hills, CA 90211
Konica Business Machines, File #53138 $367.90
Los Angeles, CA 90074-3133
City of Hope, Property Mgt Dept—— $1,200.00
208 W. 8th Street
Los Angcles, CA 90014
Postage by Phone System, Box 7900071 $600.00 L $982.15
St. Louis, MO 63179-0071
Office Depal $104.39
2231 S. Barrington Avcnue
Los Angcles, CA 90064
SUD'TOTALL  $579,995.11

Continued on Next Page
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- ScheduleB:

. ‘ : . Celiflareia 1994 Form 419
) gga&ﬂsi?anl (Other Than Loans) Made Siatcanenst covees period fromvJuly 1, 1995 rough Septocrbor 10, 1995
Affiance 8o Revifalive California ID$950300 . Page® 170f 29
Progremsive Campaiges s . $44355 | 1
\v_“ Ocean Puk Bivd., Suite 206-116 s . © 7 $20,000.00
gnb 90405 s $80,000.00
S $100,000.00
$52625
t $88.10
a : $118.00000
W $2£686.50
$120,00000
$6,204.10
siouso| | €
33884
. 0
$104,00000
$3,30958
$11000000
. S1ARYS
1 s - . $103,00000
B & S11mss) |
$14000000
$502940
$1006910 .
) . $118,143.50
o s r _ $3740000 L
Venders recelving $108 or msere: G . $121486 .
Cabie & Wircless, Inc., P.O. Box 371968 . 18540.00 Teleghone
PA_152%-} - . .
$810.00 Tedcphone
$101.75 Bquipmont
| 3138 13.39 Equipmen
gﬂ:ﬁ.gzﬂsuﬁ.gm! ®hSL | - $00.00 Rem
E’I’I&f
Pitsey Bowes Credit Corp,, P.O. Bo 85660 25.57 Postage
Lovisvilfe, KY 40283-5460 :
Scaples, 2052 Busdy Drive $E24.93 Oifive Snpplics
Los Angcles, CA 90025 1F
. SUBTOTAL] .u...%.nﬁu.
{ [ [
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“Schedule B;

Paymcms and Conmbudons (Other Than Loans) Made

Umm:e to Re wfahu C’allfomla 1DH950300

$31,143.00

. Califonia 1994 Form 419 -
Statement covers perind from Octaber 1, 1995 through Decembes 31, 1993

 Pago# 220f 36

o

- Confinued on N;xl Page

I S Lo

Ws s
13435 Ocean Pask Divd,, Suito 206-116 3 $24,451.00
Santa Monlca, CA 90405 S $22,299.00
"8 $28,184.00
s $32.400.00
s $20,166.00
s $23,081.00
s $34,021.00 |
S $30,284.00
s $31,842.00
S $32811.00
s
‘. . s Ny
Vendors recelving 3190 or more: . G $850.00
Cahle & Wireless, Inc., P.O. Box 371968 $625.00
Pitsburgh, PA_15250-1968 .$1,86503
OTE Califoenia, Payment Contor
|_Inglewood, CA_90313-0001
A_AA_Rees Telecom
2180 Wesiwood Blvd., #2-N, LA, CA %0023
Konica, P.O. Box 64065,St Paul, MN 55164-0065 $901.06
Konlca, File #33138, LA, CA 90074-3138 .
Clsy of Hape, Prapesty Mgmt Dept, 208 W. 81h St. 3 manthis $3,000/mth Reat $9,000.00
Los Angeles, CA 90014 ' .
Pliney Bawes Credit Coep,, P.O. Box 85460
Lavisville, KY 40285-3460
US Poslal Service . $1,05020
Postage by Phoae System $300.00
P.O. Box 7900071, §t. Lauls, MO 63179-0071
Trader Boys $1,481,89 $4.000.00
11535 W, Pico Bivd,, Loa An&glcalCA 90067 '
Home Depot, 17975 W, Jeffersos, LA, CA 90066 $4,143.17
Qrchard Supply Hdwr, 2020 S. Bundy, LA,CA 90025 $177.70
Fisher/Malibu, 23419 W. PCH, Malibo, CA 90263 $133196
Royal Lighting, 2050 S, Bundy, LA, CA 90025 $378.99 .
Suples, 2052 Bundy Drive $69.24 $249.22
Los Angoles, CA 90029
Michelle Jose $4,29000
3756 Cardiff, #113, Los Angeles, CA 9004
SUBTOTAL $331,5272.51

R U AN F
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EXDIDIT £4

Schedule B:

Payments and Contributions (Other Than Loans) Made

Alliance 1o Revitalize California, A Cammittee for Propositions 200, 201 and 202

IDH950300
Name and Address of Amgunt
| gr_Deseription of Payment | |
Siate Compensation Insurance Fund $32961
P.O. Dox 7980
San Francisco, CA 94120-7980
S$&G Marketing posiage for mass mailing $75,00000
1891 G. Wollner Street postage for mass mailing $120.00000
* |Fairfietd, CA 94533 - ‘
Stcinberg and Assochates Inc, $10,50000
335 Stunt Road $8,37500
Calabasas, CA 91302 $8.375.00
{Stowant Tille $3.69000
2044 Gateway Piace, Suile 150
San Jose,CA 95110
Progressive Canpaigns 1 November Signalures $9,97450
3435 Qcean Park Blwd,, Suite 206-116 1 $32,52700
Santa Manica, CA 90405 [ November Signaluscs $19,100.70
| : $28,895.00
I $31,84200
| November Signalures $29,832.60
Vendors receiving $100 or more: N '
AT&T ' copyng $91.60
P.O, Box 10103, Van Nuys, CA 91410-0103 loffice suppiles $22987
GTE Califomia, Payment Center telephone $850.00
| Inglewood, CA 90313-0001.
City of Hopo, Propaty Mgmt Dept, 208 W. 8th St. rent $3,000.00
|_Los Angeles, CA 90014
Poatage by Phone System postage $500.00
P.O. Box 7900071, S1. Louls, MO 631790071
Staples, 2052 Bundy Drive $284.
Los Angeles, CA 90025
Michelle Jose stall $1,43000
1756 Cardill, ¥113, Los Angeles, CA_ 90034
Vaadenberg & Associates P, $2,00000
5532 Woodruff Avenue #303 P1 $7.00000
Lakewood, CA 90713 P.1 $2,00000
' Soo Schedule G $76594
See Schedule G 3$880.14
SUBTOTAL $397,18896

Com{nmd on {Vn'l l’a'ﬁ |

(

Culifornia 1994 Form 419
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Schedule F:

. California 1994 Funn419
Accrued Expenses (Unpald Bills) Statement covers period from February 11, 1996 througk Maxch 9, 1996
Alliance fo Revilalize C‘alq‘fomia, A Committee for Propositions 200, 201 and 202 Page # 32 of 44

ID#950300

CODES FOR CLASSIFYING EXPENDITURES

Contributions: Monetary and In-Kind

Independent Bxpendilures

Literare .

Broadcast Advertising

Newspaper and Periodical Advertising

Outside Adventising ’

Surveys, Signature Gathering, Door-To-Door Solicitations
Fundralsing Bvenis

General Operations and Overhead

Travel, Accommodations and Meals (Must bo Described)
Professional Management and Cansulting Services

Do not itemze accrued expenseson Schedule E. Report only the Jump sum of such payments on Line 4 in the sammary.

Exhibit 22
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Name and Address of Amount

Linda Kasen & Assoclhies $8.750.00

980 Ninth Sureet, Suite 2200

Sacramento, CA 95814-2742 .

Anthony Bell P. 328400

13111 Ventura Bivd., Suite 202

Studio City, CA 91607 .

California Republican Party L, [Slate Maile . $98236.00

1903 West Magnolia Bivd,

Burbank, CA 91506

Campaign Performance Group - a $63.39

The Watergate, 2600 Virginta Avenue NW #303 | P $911.63

Washington D.C._20037-1905

Kenneth L. Khachigian P $21,000.00

209 Avenids Del Mar, Suite 203 a 3192.86

San Clemente, CA 92672 T $533.29

Vandenberg & Associales P $2,000.00

5532 WoodnufT Aveoue #303

Lakewood, CA 90713

Progressive Campaigns S, 1 |November $46,35340 L

3435 Ocean Park Blvd,, Sulte 206-116 - S, I [March $30,420.00

Santa Monica, CA 90405 B

Thomas A. Proulx a $30,000.00

539 Fleicher Drive G $1.747.61

Athertion, CA 94027 T $19331.57 "
! [ 1 | Tom{” ‘emi’ " age [ | SURTTTALYTTTEN T t l |
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Schedule G: ‘ Califomia 1994 Form419

Payments Made by an Agent or Independent Comramor * Statement covess pesiod {rom Pebruary 11, 1996 through March 9, 1996
Alliance to Revitalize CalU‘omIa, A Cammittee for Pmponﬁons 200,201 and 202 . Page # 40 of 44
ID#950300 -

Name: Zimmermas & Mammm
1250 Sixth Street, $202 .
Santa Monica, CA 90401 :

" Name and Addressof_ ; "~ Amount .
Hands On Productions - | B.1 $163,525.00
2709 Brightwood Avese - aE - : $174.00
Nashville, TN 37212 - ‘

Robent Starr o R B, 1 $7,500.00
' |8418 Willoughby Avenno | |
Los Angeles, CA 90069 :
NleaDavis ™ .. - [BI $900.00
2814 Beach Avenue ' _ o
Venice, CA 90291 ;
]Gy Horowitz - . " 1B,1 $2,500.00

=) 13032 Sky Valley Road -
Los Angeles, CA 94049
Time and Space Media B, I , 33,574.38
1888 Century Park Eas, Sui(s 1900
Los Angeles, CA_ 90067 _
AlrTouch Cellular ‘ G $122.17
P.O, Box 19651

lrvine, CA 92713 '
GTE o G ' $121.40
PO, Box 1098 '

Huntiogton Beach, CA 92647
FedBx L¢] ) ‘ $141.25
P.O, Box 1140 ‘
Memphis, TN 38101- 1140

TOTAL] $180338.20
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ZIMMERMAN & MARKMAN Exhibit 23
Polftical Consulting. Coxmuuicativos. Adrucacy.
FAX COMMUNICATION -~ -
(One page only)

DATE: November 1, 1995

o

FAX #; 9i‘6-

FROM: Bill Zimmérmxn
‘RE: - Initiative signutures

This memo is not about the three tort reform initiatives. I know you're on
the other side, and you have every right to your position.

1 hear you're planning an initiative for the November bﬂ”
' Bravo! How are you going to get the signatures? A spin-off of ,
rogressive Campaigns, is now the largest and most clficieat signature operation in
" California. They got the signatures for the tort reform initiatives. On September 11, we
turned in 2.2 million signatures to qualify 2!l three. [t was the largest signature drive in US
history, even surpassing Perot’s effort, nationwide, in 1992 _

At the same time we were doing that, the trial lawyers hired Kelly to get
the signatures for a counter initiative. In fact, they got their title and summary back on :
exactly the same day as we did for one of our three initiatives. All three of ours have now
been certified for the March ballot. The trial lawyers were unable to get sufficient
signatures to qualify their one measurs wkile we got enough to qualify all three of ours.
The reason was probably a very low validity rate. We got a 74.5% validity rate statewide -
combining all three, 2 very high validity rete, which also saved us money on the absolute
number of sagmwrb we had to colleet. :

Our price is the same as everyone else 5,70 wnts per signature. fyou .

. want to talk about our getting all or any part of your signatures, give me a call.

Zmmeensan & Murkicao lne., 1250 Sixth Streel, £202, Sants Mussica CA 90103 (310)451-2522 Fax: (3104517404 () <@

TOTAL P.B1
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now™
'The%' \ “With
Although in 1988 T worked with Voter Revolt, there was no

Feb., 20, 1995

Rep, Carlos J, Moorhead, Chairman

House Subcommittee on Courts and Intellectual Property
House Judid ary Committee '

House ot Representatives

Washington, D.C. '

Dear Chairman Moprhead:

On February 10, 1995, Michael Horowits~6f the Hudson.
Institute testified before your Subcommittee on H.R, 10.
Among his numerous misjudgements was a false statement

.on page 7 of his testimony, to wit: "The alliance 1is led

by 3ilicon Valley entrepreneur Thomas Proulx, insursrmre
critic and consumer author Andrew Tobias and, remarkably,

Voter Revolt, the Nader-affiliated consumer group which
- Bponscred California Progosition 103 mandating sharp auto-
mo e _insursnce rat

B e ]

e reduction."(his emphasis).

b

T E
PR o

r-services T5F her initiatives,
ffilisved with Se or any

~of our.organisatione, -

y are -NOT-&

affilistion in the proper dictationary asense of that word,"

To in any way indicate, as Mr., Horowitz did in his testimony
that Voter Revolt is'now permitted to use.my name or be -
described as "Nader-affiliated" is untrue, I fequest that -
the hearing record be corrected by placing this letter in

the printed hearing volume, along with my submitted testimony
vhav your—staff permitted earlier this month.

PO Box 19312
Washington, D.C., 20036

Enc., attached teétimony

- P8, Please confirm yoﬁr acceptance of the above reguest,.

Thank you. .
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Exhibit 25 \\

_ 1) Shift accident costs on to health insurance policyholders,
workers and employers.

_ - Under SB 941, auto insurers(can require that an injured
policyholder first collect availab s under his or her
health insurance policy. This would spare auto insurers consid-
erable expense, but would place an added burden on health insur-
ers that.would result in higher health-insurance premiucss. 1In
addition, SB 941 would allow auto insurers to deduct frena the
benefits that they are required to pay injured policyholders the
— amounts that the policyholder is eligible to receive in workers’

caornpensation,—social_security disability and state disaS?TT%?"

benefitg. Again, this reduces the cost burden on auto insurance
. policies, but increases costs for the workers and employers who
fund these other bezefit progracs.

2) Drop property dazage coverage from the mandatory policy:

Even though the bill would leave in place the current fault-
‘based legal system for assessing responsibility for prorerty
- danage, liability insurance that covers property damage would not
: be included in the P2IP policy, nor would drivers be required to
buy it separately. This cost-saving feature of the bill would
— benefit a particular class of drivers -- those people who would
not buy property darage liability insurance if the law did not
require them to. Generally, these are people who own no signifi-
_ cant assets and thus would not likely be sued over an auto
cident anyway. For them, nmoney not spent on liability )
nsurance ‘is money saved. Yet the money thereby saved by this
grcup is money that other, insured, drivers must spend to cover
the damage that these uninsured édrivers cause. *

3) Charge the sare price statewide for the mandatory policy:
"7 Since insurance costs are higher in denser urban areas than
in rural and suburban parts of the state, flat-rating the policy
would effectively force rural and suburban residents to subsidize
urban residents. While this would tend to benefit low-income
drivers, many of whoa live in the inner-cities, it would also -
give residents of Beverly Hills a break on their premiums at the
— expense of less well-off rural policyholders.
4) Offer extremely linited wage loss benefits: \{
Under the proposed PIP policy, wage loss benefits are capmed--- _
at $1000 per month. This means that a motorist who earns more '
than $12,000 a year a2nd is injured through no fault of his own
would be deprived of a portion of his income if rendered unable
to work. In order to match the coverage provided under tne
present liability system, drivers earning more than $1000 per
- month -- the majority of motorists —-- would have to purchase .
supplemental wage-loss insurance. .
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The redistribution of insurance costs that SB 941 would
effect is designed to lower preniums for low-income.drivers. Wh-
ile making insurance more affordable to low-income drivers is
clearly a pressing social need, the method employed by the bill -
- redistributing the cost burden under the guise of a general

reform of the insurance system -- is deceitful and ultimately,-
self-defeating.

Employing such an indirect approach makes for messy public
policy. For starters, the subsidies contained in the bill cannot
be directed exclusively to those who need them because they are
not acknowledged to be such. Secondly, the bill would visit
massive chaos on the insurance system just when-the new insurance
comzissioner is or the verge of putting Prop: 103's major provi-
sions into effect. And last but not least, the bill would give

insurers what they want from no-fault -- greater control over
benefit payments.

Thera is. a better way:

Legislation sponsored by Speaker Willie Brown provides a
more honest and efficient way oi making insurance affordable to
low~-income drivers. His bill would dramatically toughen enforce-
.ment of the mandatory insurance law and use the savings from the
resulting reduction in uninsured motorist premiums to offer
insurance subsidies to qualifying low~income drivers. Because
the subsidy in Brown'!s bill is explicit, it can be targeted and
its cost minimized. And that, after all, is the goal.

Thank you for your attention.

Californila
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111UDIULL UL DAY 1L11ED

from shifted costs

Michael Johnson is the Cali-
fornia director of Public Citi-
zen, the nationul consumer-ad-

vocacy group founded b
Ralph Nader in 1971. % Z

- By Michael Johnson

N ITS face, it’s incredible.

State Sen. Patrick John-

ston says he has a plan lo
reduce the premium for basic auto
insurance coverage to a mere $220
ayear. In Los Angeles, where rates
for the minimum coverage re-
quired by law hover around
$1,000, that would be a nearly 80
percent reduction, making Propo-
sitiop 103's mandated rollbaCks -
look STNEY by comparison.

The sure-fire solution to high
prermums. accordmg to Johnston,
is no-fault aulo insurance, which
he cuntends would drastically low-
er costs by curtailing auto-accident
litigation and eliminating frivolous
claims. While the insurance indus-
try has been making the same ar-
guments in support of no-fault for
years, Johnston’s proposal is get-
ting serious attention becauge it is
supported not only by insurers,
but also by groups representing
low-income consumers.

Yet despite the support of these
more respectable groups, the bill
is no more an honest effort at in-
surance reform than was the in-
surance industry’s defeated and
discredited 1988 no-fault initiative.
The primary intent of the bill,
SB 941, is not to reduce overali in-
surance costs, but rather to shift
those costs around in order-to cre-
ate the illusion of cost reduction,
and in the process, benefit a cer-
tain class of drivers.

Johnston and the other propo-
nents of the bill claim that the mir-
agle premium reductions i

SB 941 can be had simply by
banning lawsuits over pain and
suffering resulting from whiplash
and other “minor® injurics. Insti-
tuling such a ban, which is a cor-
nerstone of no-faull, would lower
premiums by reducing legal costs
and eliminating “windfall” awards
to undeserving claimants — so the
argument goes.

“Butl’'that’s not all no-fault would
do. The no-fault insurance cover-
age proposed in Johnston’s bill
would entitle policyholders to col-
lect medical and wage-loss bene-
fits whenever they are injured in
an accident, regardless of who
caused the accident. Compared to
the present mandatory liability
policy, which pays benefits only
when the policyholder is at fault,

. Johnston'’s no-fault policy would

pay out twice as frequently. The
tremendous increase in cost that
this represents probably would at
least offset the savings achieved
by curtailing lawsuits for pain and
suffering.

Indeed, the limits placed on pain
and suffering benefits by no-fault
are designed to be a trade-off, not
for lower premiums, but for the
broader compensation provided
under no-fault. Under no-fault, a
certain degree of justice (Le., full
compensation for innocent vic-
tims) is sacrificed in the interests -

of providing a minimal level of
compensation lo all parties, inno-
cent or not, injured in auto acci-
dents. Whether this trade-off is de-
sirable social policy is certainly
subject to debate. But it is a matter
of fact that this trade-off is not a
recipe for huge premium reduc-
tions.

A ND NOT by any stretch of
the imagination can no-
fault begin to account for
the incredible premium reduction
promised by SB941. Indeed, the
bill's sponsors have a much sim-
pler, if less-publicized, sirategy for
reducing premiums: Shift the
costs of auto accidents outside the
aulo-insurance system and reduce
the coverage motorists are re-
quired to purchase.

For example, one provision of
the bill that would have a tremen-
dous impact on costs. but is never
mentioned by the proponents,
would allow auto insurers to re-
quire that injured policyholders
first collect benefits available un-
der their private health-insurance
policies. Another provision would.
entitle auto insurers to deduct
from the benefits owed a policy-
holder whatever amount the poli-
cyholder is eligible to receive from
workers’ compensation and Social
Security disability and state-disa-
bility insurance programs. -

Both of these provisions would
relieve much of the cost pressure
on auto-insurance policies. But
they would do so at the expense of
the heaith-insurance policyhold-
ers, workers and employers who
must fund the insurance programs
that Johnston's bill proposes to
raid.

The simplest premium-reduc-
tion device Johnston employs is to
repeal the requirement that driv-
ers carry liability insurance to cov-
er the damage they cause to other
motorists’ cars. That's great if you
don’t own any asscis and can't be
held financially responsible for the
damage you cause anyway. But il
you've got assets, the property-
damage liability coverage would
hardly be optional for you. In--
stead. you wouid simply sec a
huge increase in your rates for col-
lision insurance, which covers the
damage caused to your car by un-’
insured motorists, who would be-
come even more common under
Johnston's bill.

HILE THE massive cost
shifts proposed by the
bill can hardly be term--

ed insurance reform, they are in-.

tended to achieve one important
goal ~ providing special cost re-
lief for low-income pohcyholdets.
Unfortunately, the smoke and mir-
rors spproach adopted by John-
ston in an effort to make the mea-
sure more palatable politically has
made & costly mess of the bill. The
honest approach — providing di--
rect insurance subsidies to low-in-.

come drivers with good records ~ -}

would be a more sensible and far
less- costly way of making insur-
ance affordable to everyone. .

Special io The Bee

Exhibit 2.
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* Exhibit 25
PEROQNAL
Octaber 1, 1991
Mr. Ralph Nader
mm, e
Dasar mw:
I an writing to axplain my decision to leave Public citi

:Mc:z.-ﬁ.t inm eZfort to enact a4 ne~fault aute insurance law

n (-} g PR N

Az you know, I have dsvotad much of ny tine and energy as 3
consumsr advocate over the last five working €for insurance

zefora. I was attracted to this isaue, despite the mundane
subject nmatter, decauss I belisved that it presented us with »
le that the xind of work

golden opportunity to demcnstrate to
we do can make & ibls differencs ir lives. l-unta.
however, I have come to0 the conclusion Shat our rigid sppositisn

t0 no-f3ult runs counter to honest insurance refora and citizen

enpowvernent.

Having pla s rols in lifting voter expectations with

» 103 and srustrating th: by siding the opposition to
no=£ault, I fesl & desp perscnal nesd now to s ourrant
efforts to establish a4 no-fault system in Califoznia. Mors is at
stake than mere insurancs refora. The voters’ faith in govern-
aant and their ability to influence it is being steadily erodad
as 103’s promise of lower rates continues to go unfulfilled. The
only way to reverss this erosion and transform Prop. 103 into a
true victory is to deliver the lower insurance rates promised —
and that simply cannot be done without imposing some ressonabls
restrictions on genszal damages.

I know well your fear that dana with
rTespact to aute toﬂa” will mimwdmm mﬂ l!:;. towards
the erosion of basic individual crights in mgzlﬂtﬂa
genaral. You and Publie Citizen have iapressed upon Bne,
how nacessary a tozt systen is to & falr and

society. I remain :33" Just as committed as always to ansur
that injursd citiszsens not be undarmined in their lg:uty to .l..ng

Justice fyom powsrful wrongdoars.
Howev do not 'mt it serves the cause of
et iiore to uphold a8 inviolable

1y,

preserving a strong tort & for us to

ths "right* of slightly in aute accident victins to collect

coapensation for pain and suffering -- sven thi:h :r:at'
’ twl

inposes ancrzmous costs on 8ll licyholders. 2
coats, and lot elike l’i.iuznl avards that are associated

legul

with genezsl damage cils arising sut of suto accidants are
eroding, not aftirming, the public’s respect for the tort systesm.
I an sure that You have ssen thoss all-too popular bumper stick-
ers that read, "Hit me, I need tha monsy.* It could not be more
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