
GEN.-Guide_Layout 1  8/15/14  1:26 PM  Page 37



B-38 ORANGE COUNTY BUSINESS JOURNAL                                                                          GENERAL COUNSEL AWARDS Advertising Supplement AUGUST 18, 2014

Adrianne Marshack
Adrianne Marshack is a partner at Katz Yoon LLP

specializing in consumer class actions, business and
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se of the cloud to conduct business raises many thorny legal issues. In
addition to the more obvious concern with cybersecurity, your business
should be equally concerned with whether the way it uses the cloud
compromises its ability to qualify business information as “trade secrets.” 

“Cloud” computing is broadly defined
as providing services and/or
information over a digital network. The
majority of companies in California rely
on “cloud” computing to conduct
business. Among other things, the
cloud allows employees to work
remotely and communicate with one another in real time through emails and text
messages using mobile devices. While doing business using a cloud leads to
greater efficiencies, including promoting quick, easy and remote access to
information, and enables a geographically diverse workforce to innovate and
collaborate, it also leads to different challenges in protecting a company’s
intellectual property and trade secrets.

For information to qualify as a “trade secret” under California law, it must be the
subject of “reasonable” efforts to maintain its secrecy. The question, then, is what
is considered a reasonable effort to maintain secrecy when using a cloud?

Some companies, such as Kellogg Co., have taken very proactive steps to
address these issues. Kellogg recently created a dedicated cybersecurity group
on its board and hired its first chief information-security officer. The company also
elected to maintain its most valuable trade secrets (including the secret to
obtaining Pringles’ unique curved shape and to achieving Rice Krispies’ “snap,
crackle and pop”) on a machine that is not connected to the Internet. 

Under trade secret law, what is deemed
“reasonable” by a Court depends, in part, on what a
company can afford, and what it needs to do with
the information it is seeking to protect. Kellogg’s
approach may not be practical for companies with
fewer resources or whose business relies more on
the constant exchange of business information. Both fortunately (from the
standpoint of flexibility) and unfortunately (from the standpoint of predictability),
there is no single recipe for what will be considered a “reasonable” effort to
maintain secrecy.

In many instances, it will not be per se unreasonable to use a third party cloud
provider even though, by definition, trade secrets are “disclosed” to a third party in
a technical sense. The question ultimately is, how much due diligence must a
company conduct on its cloud provider to ensure (to the best of its ability) that the
services of the provider are secure and trustworthy, and that the provider
affirmatively undertakes a duty to protect the company’s confidential information?
At this point, it remains to be seen how far courts will look into these efforts when
determining whether a company has made “reasonable” efforts to maintain the
secrecy of its information and therefore, what qualifies as a trade secret. However,
here are some steps any business can take to maximize protection of its trade
secrets on the cloud:

u Conduct a trade secret audit before placing information in the cloud.
Determine what information is sensitive and confidential. Consider whether there
is some way that highly valuable trade secrets can be stored other than on the
cloud. What constitutes “reasonable” efforts to maintain the secrecy of a trade
secret depends on the individual circumstances involved (i.e., in the context of
feasible alternative measures). Thus, if the information can be stored somewhere
other than the cloud (such as on a highly secure computer not connected to the
Internet, a la Kellogg), consider maintaining it there to minimize the chance that it
can be improperly accessed.

u Restrict access to trade secrets on the cloud. If you determine that certain
information can or should be maintained on the cloud, take security measures to
limit access to the space where the trade secrets are kept. This may include
encrypting the data and requiring complex and individual passwords that cannot
be easily cracked (“123456” should not cut it). Importantly, make sure that the
security measures you do put in place can track who has accessed the
information and when.

u Vet your third party cloud provider(s). Once you decide to utilize cloud
computing, be prudent in selecting a provider. You may even consider diversifying
your portfolio of data stored on the cloud with multiple providers to minimize the
risk of any single breach. Obtain references. Determine whether the providers
have the capabilities to provide the services you desire, including restricting
access to the most sensitive information. Interview the providers. Find out their
financial viability, and how many security breaches they have experienced. Read
their security and privacy policies. Determine whether the provider contracts its
services with third parties. Make sure that, if the provider contracts its services
with others, you read those contracts to determine when confidential information
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Is Your Head in the “Cloud?”
Strategies for maintaining trade secrets in the age of cloud computing

by Adrianne Marshack, Partner, Katz Yoon LLP

might be accessed by others. And document your efforts vetting the providers. You
never know when it may be necessary to show your diligence.

u Read your contract with your third party cloud provider(s) carefully. You
want to ensure that the provider is aware of the fact that it is gaining access to
your business’s confidential information and trade secrets and that it undertakes a

duty to maintain the secrecy of that
information. Ideally, the contract would
contain an indemnification provision
whereby the provider will indemnify you
for loss resulting from a security breach
or any liability you might face to third
parties (e.g. customers) because of any

security breach (remember Target?). Contracts with the providers will likely not be
negotiable (so it may make sense to read the service contracts before selecting a
provider), and many providers will deliberately limit their own liability for security
breaches. If nothing else, make sure there is an acknowledgment by the provider
in the contract that some of the information that you will be storing on the cloud is
confidential, proprietary and constitutes trade secrets, and that the vendor ensures
reasonable security procedures and practices are in place to maintain the security
of such information (California law requires this, but the laws of other states may
not). If your provider has no obligation to maintain the security of the information,
then you probably have not made a reasonable effort to maintain the secrecy of
that information.

u Make sure your employees know how, and how not to, use information
in the cloud. Train your employees on how to use the cloud and minimize risk that
your confidential information and trade secrets will be disclosed to others (e.g.
don’t mention anything relating to the company’s confidential information on
Facebook or Twitter, which grant themselves a license to any information posted
on their sites). Train employees not to allow their computers or other electronic

devices to automatically save their
passwords. Have confidentiality and/or non-
disclosure agreements with employees who
have access to your sensitive information
reminding them of their obligations to
maintain the secrecy of the information both
during and after their employment.

Taking steps like the ones outlined above can help ensure that when
unauthorized access occurs, the company is positioned to assert a claim for trade
secret misappropriation, whether civil or criminal, because the company will be
able to document that it took reasonable steps to preserve the confidentiality of its
business secrets.

The broader issue of what constitutes reasonable cybersecurity measures is
both hotly debated and quickly evolving. Businesses broadly recognize the risks
posed by cloud-based information storage and exchange. The 2014 Law in the
Boardroom study published by the New York Stock Exchange found that more
than half of the directors surveyed ranked IT strategy and cybersecurity risk as the
most significant issue for which they need better information and processes to
protect sensitive company and customer information. The Securities and
Exchange Commission recently announced that the Office of Compliance
Inspections and Examinations will be making cybersecurity an exam priority, and
will be reviewing whether asset managers have policies and procedures in place
to prevent and detect cyber-attacks and are properly safeguarding company
systems against security risks. It is important for companies to track these
developments and to investigate whether additional steps can be taken that are
reasonable from the standpoint of both cost and impact on the conduct of the
business. As Thoreau astutely noted, it’s okay to have your head in the cloud, as
long as you know where you are.

“It is better to have your head in the clouds, and know
where you are...than to breathe the clearer atmosphere
below them, and think that you are in paradise.”

— Henry David Thoreau

About Katz Yoon LLP
Katz Yoon LLP is a premier business litigation and trial boutique firm based in

Irvine. The Firm is majority female-owned. Its partners hale from Morrison &
Foerster, Kirkland & Ellis, and Manatt Phelps & Phillips.
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ver the past three decades, Robinson Calcagnie Robinson Shapiro
Davis Inc., (RCRSD) has established a reputation as one of the
nation’s leading products liability, business litigation and personal injury
law firms. RCRSD’s seasoned trial attorneys are known for taking on

the demanding, complex cases that other firms won’t, and obtaining
multimillion-dollar awards for their clients.

“We gladly hop on red-eye flights to battle insurance companies;
pharmaceutical giants; and large, multinational corporations because we’re
passionate about helping consumers who are suffering due to negligence,
malfeasance, fraud or corporate irresponsibility,” notes Senior Partner Mark
P. Robinson Jr.

Mark P. Robinson Jr. founded the firm in 1978, the same year that he
served as co-counsel for the plaintiff in the groundbreaking Ford Pinto gas
tank fire case, Grimshaw v. Ford Motor Company. In addition to that historic
verdict of $128 million, RCRSD has achieved dozens of multimillion-dollar jury
verdicts, judgments and settlements, including a $4.9 billion jury verdict
against General Motors, a $51 million verdict against a pharmaceutical
manufacturer, a $45 million settlement in a business fraud case and a $31
million verdict in a work-related accident.

The firm maintains the same sense of loyalty and dedication that it was
founded upon because of its continued focus on consumer safety. Under the
guidance of Mark P. Robinson Jr. and Partners Jeoffrey L. Robinson,
William D. Shapiro and Allan F. Davis, the firm specializes in catastrophic
personal injury and products liability cases. With the leadership of Robinson
Jr. and Partners Kevin F. Calcagnie, Karen Barth Menzies, Daniel S.
Robinson and Scot D. Wilson, the firm also specializes in mass tort cases.

RCRSD currently handles mass torts across the county, including Zolog,
Prozac and other antidepressants that cause birth defects; DePuy hip
implants; Fosamax femur fractures; Actos bladder cancer; Yaz and Yasmin,
transvaginal mesh implants; and Fentanyl pain patches. Robinson Jr. has
been appointed to numerous leadership roles in federal multidistrict litigations,
including Zolog, Actos, Fosamax, DePuy ASR and Yaz/Yasmin. He also
serves as co-lead counsel for the plaintiffs in the Toyota wrongful death and
personal injury sudden acceleration cases, as well as co-lead counsel in the
Zoloft MDL No. 2342.

Partner Kevin Calcagnie attributes the firm’s success to his long-time
partner’s leadership: “Mark has dedicated his career not only to product
safety but to improving legal education, preserving the civil justice system and
protecting access to the courts for all.”

Although the firm engages in extremely complex litigation, its philosophy of
quality over quantity when taking on cases has allowed its attorneys the time
to get to know their clients. Robinson Jr. is personally involved on every level
of the firm’s litigation and sets the tone for the firm’s work ethic. “Many
lawyers slow down later in their careers, but that’s just not Mark,” Partner
Karen Barth Menzies says. “He’s the hardest working lawyer I’ve ever known
— he continues to set the standard at our office, and compels the rest of us to
meet it.”

O
A Reputation for Results
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Inter Partes Review practice, leading the firm’s efforts in
Inter Partes Review, representing both Patent Owner and
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he America Invents Act (“AIA”), signed into law in 2011, introduced new trial
proceedings at the United States Patent and Trademark Office (“USPTO”)
allowing challenges to the validity of issued patents. These trial
proceedings went into effect Sept. 16, 2012, and since then, two trial

proceedings have been frequently used: Inter Partes Review (“IPR”) and Post
Grant Review of Covered Business Methods (“CBM”). In this time, companies
have been able to successfully defend themselves through their use.

IPRs are challenges to any patent based on the inventions being obvious or
lacking novelty. In contrast, under CBMs, a patent can be challenged on a broader
range of issues including obviousness, novelty, patentable subject matter and
indefiniteness. However, CBMs are limited to non-technical business methods
directed to a financial product or service in which the patent challenger has been
accused of patent infringement. For both types of trials, the time period from filing
a petition to the date of the USPTO’s final decision is approximately 18 months.

As of July 31, 2014, companies have filed petitions for 1,562 IPRs, 196 CBMs,
and 6 derivation proceedings. The number of IPR and CBM filings, in particular,
has steadily climbed over that 22½ month period.

Although the types of patents challenged have spanned every technology area,
the vast majority of the challenged patents are in the electrical/computer field.

The large number of petition
filings is attributed to the
success patent challengers
have had in convincing the
USPTO to reconsider and
cancel claims in the patents.
This success can be
measured by looking at two
phases of the USPTO’s
proceedings: (1) trial
institution decision and (2)
final written decision. When a
petition challenging a patent is
filed, the USPTO first
considers whether or not the
patent challenger has presented a sufficient case for a full patentability trial to be
instituted. The USPTO issues a decision that identifies on a claim-by-claim basis
whether or not to institute trial. In IPRs, institution decisions have granted trial 78
percent of the time, while 62
percent of the institution
decisions grant trial as to all
challenged claims. The
institution rate for CBMs to
date is 75 percent.

The USPTO had issued very
few final decisions until 2014.
Now, however, there have
been 100 final IPR decisions
and 11 final CBM decisions.
Final written decisions by the
USPTO determine whether or
not a challenged claim is

T

A Powerful Weapon Against Patent Assertion Companies
by Irfan Lateef, Litigation Partner, and Kerry Taylor, Ph.D., Partner, Knobbe Martens

unpatentable and, if the patent owner requests to amend one or more claims of
the patent, whether or not the motion to amend the claims is granted. No patent
claim challenged in a CBM has survived and no motion to amend has been
granted. In IPRs, 70 percent of final decisions have found all challenged claims
unpatentable and have denied a motion to amend, if requested. It should be
noted, however, that nearly half of the decisions in which some or all claims
survived arise from proceedings in which the petitioner and patent owner were the
same. Thus, these may have statistically skewed the results downward.

The above statistics do
not tell the entire story of
success. For IPRs, in
addition to the high
success rate for final
written decisions
(70/100), patent owners
have made 33 requests
for adverse judgment, for
example requesting to
cancel all challenged
claims so that no issue
remains in the trial. If
these IPRs are
considered, the
challenger’s success rate
is 77 percent.

Even more significant is the settlement rate in IPRs and CBMs. The patent
owner’s incentive for settlement is to save its patent, and the challenger’s
incentive is to avoid the “estoppel effect” of these proceedings — preclusion of
challenging the validity of the patent in a court or later USPTO proceeding if the
patent survives the IPR or CBM trial. To date, 172 IPR trials have settled and 21
CBMs have settled.

One further benefit of filing a petition for a patent challenger is the ability to stay
costly parallel litigation in District Court. Filing of an IPR or CBM petition does not
automatically stay a litigation involving the challenged patent – the stay is at the
District Court’s discretion. To date, 66 percent of motions to stay have been
granted. Furthermore, the most common holding in denying the motion is that the
USPTO has not yet issued a decision to institute trial.

Success Rate of Motions to Stay District Court Cases Where Patent Is
Involved in IPR or CBM

IPR and CBM petitions are thus a powerful weapon. Moreover, the cost of IPR
and CBM proceedings is typically much less than the cost of District Court
litigation. However, aspects of IPR and CBM trial proceedings before the USPTO
represent a unique practice distinct from litigation or other practices before the
USPTO. Accordingly, selection of counsel is important.

Figure 4. IPR Final Written Decisions Breakdown

Figure 1. IPR/CBM/Derivation (“DER”) petition filings by month

Figure 2. IPR petition filings by technology

Figure 3. IPR Partial and Full Trial Institution Decision
Rate
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the Daily Journal legal newspaper. Morris can be reached
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s labor and employment lawyers representing management, we
frequently encounter creative, enterprising businesspeople who try to
operate their businesses in a cost-effective, practical, problem-solving
manner. Of course, they want to comply with legal obligations as well.

Frequently, however, common sense and practicality take a back seat to
seemingly “gotcha”-type legal issues. This article will point out some recurring
employment issues on which many employers stumble. While the saying, “If
we’ve heard it once, we’ve heard it a thousand times” may overstate it a bit,
many of the employment blunders noted below do occur with some frequency.
Some could be avoided if employers consulted their employment lawyers in
advance, rather than after “the train has left the station.”

“I found this handbook on the Internet/I got it from a buddy in the
industry.”

An employee handbook not only serves as
a valuable tool to convey a company’s vision,
goals and protocols. It also can become a
key piece of evidence when legal challenges
arise. Employee handbooks must clearly and
adequately state the company’s policies and
procedures, and those policies and
procedures must be legally compliant.

A generic “off the shelf” handbook may not
do your business justice, because by its
nature, it cannot account for features that are
unique to virtually every company. For
example, your company likely has various leave policies, some of which are
required by federal or California law, and others you may have graciously
provided as a benefit to employees. Federal and California law differ on what
types of leave are required, and the laws also vary depending on the size of the
employer. All workplace policies should be stated clearly and correctly.
Otherwise, your handbook may serve as a golden ticket for plaintiffs’ counsel to
show a company failed to follow its own policies (or, worse yet, followed unlawful
policies!).

“We haven’t documented the file. Let’s call it a ‘layoff!’”
Employers frequently feel reluctant to discharge an employee for poor

performance. Explanations vary. Sometimes, documentation is lacking (even
when “everybody knows” the employee is awful). Sometimes, employers desire
to “be kind” to employees, or to avoid confrontation. The light bulb goes on:
“Let’s call it a layoff!” Problem solved, right? Well, not exactly.

This “do-gooder” (or worse) approach can have serious negative ramifications
for the employer. For example, if the “awful” (but “laid off”) employee sues to
challenge the separation (on virtually any theory), the employer then will have a
terrible time explaining that “it really was a performance-based termination –
honest!” The employer likely will appear disingenuous at best. That’s a
significant problem, because credibility counts hugely in employment lawsuits.
Any near-term replacement of the “laid off” employee will simply add a further
nail in the coffin of the employer’s misguided personnel characterization.

“We rely on our payroll processing company to make sure paystubs are
compliant.”

Many companies rely on outside payroll services to provide properly formatted
wage statements. Nevertheless, because California paystub requirements are so
complicated, important requirements sometimes get missed. (Employers also
must maintain records reflecting all information required on the paystubs – yet
another trap for the unwary!) Plaintiffs’ counsel seize on these opportunities, and
typically tack them onto other claims to enhance potential recoveries. Penalties
for violations of Labor Code Section 226 can be significant – $50 for an initial
violation and $100 for subsequent violations (up to $4,000 per employee).
Employees also can recover costs and reasonable attorneys’ fees that can add
up to more than the penalty itself. Trust, but verify, your paystubs!

“It’s just an unemployment hearing. We don’t really need to take it
seriously.”

Many employers don’t like to contest unemployment claims. Frequently, they
don’t prepare carefully for unemployment hearings, even when a terminated
employee may also pursue a civil lawsuit. That can be a huge mistake. Although
the outcome of an unemployment hearing doesn’t have a binding effect on future
litigation, hearing testimony is recorded and under oath. A well-prepared
plaintiff’s attorney (normally not expected to attend an unemployment hearing)
can ambush a company’s unprepared representative and elicit sworn testimony
that will prove helpful in the later lawsuit. Prior sworn testimony can be
admissible in employment litigation, with devastating effect if it impeaches or
contradicts a party’s later-asserted position.

“It’s his third ‘final written warning,’ but it’s not as bad as the last two.”
Although the oxymoron of “multiple final” warnings sounds funny, these

situations do arise. Usually, at the “final warning” step of a progressive discipline

A

“Well, It Sounded Like a Good Idea at the Time!”
by James L. Morris, Partner, Rutan & Tucker

process, the employer states its intention to terminate the employee “if another
disciplinary violation occurs.”

Sometimes, however, an employer then shows reluctance to follow through
when the next violation does occur. This reluctance can manifest itself in one or
more additional “final” warnings, instead of the promised termination. Indeed, the
“next dischargeable offense” may seem less heinous than the first one, two or
three. Then, if the employer still has failed to terminate, the employer may really
feel stuck!

In law school, we all heard the maxim that “hard cases make bad law.” A
similar principle applies here. When an employer shows a lack of resolve in
carrying out the consequences of “the next disciplinary offense,” it can paralyze
the employer’s disciplinary system and breed contempt among employees for
the employer’s constancy and trustworthiness. Better to “say what you mean,
and mean what you say.”

“Why put everyone’s commission
agreement in writing? We’ve never done
that, and it’ll be harder to change in next
year’s sales plan!”

Well, it is the law! California Labor Code §
2751 prescribes very specific requirements
for any employer-employee agreement that
involves the payment of commissions. It must
be written, and the employer must provide
each employee a signed copy of the
employee’s agreement and obtain a signed

receipt for it. The agreement is “presumed” to remain in effect until superseded
or until the employment ends. (Certain types of incentives – think retail “spiffs” –
don’t count as commissions.) Our experience suggests that many employers fall
short of full compliance.

On a related note, many employers misunderstand the limited circumstances
under which inside commissioned salespeople can properly be considered
exempt from overtime. The law in this area is rather complicated. Regardless of
their exempt status, however, inside commissioned salespeople likewise must
receive legally compliant written commission agreements.

“But he said he wanted to be an independent contractor!”
Some companies think they can avoid certain employer responsibilities by

classifying workers as “independent contractors” rather than “employees.”
Sometimes, workers even want it that way. Unfortunately, labels matter far less
than facts. Whether a worker properly is classified as an employee or as an
independent contractor depends upon a host of factors, such as whether you
instruct or supervise the person; whether you can terminate the person at any
time; whether the work being performed is part of your regular business; and
whether you furnish the tools, equipment or supplies used to perform the work.
Most importantly, does the worker have the right to direct and control the manner
and means by which the work is performed? If not, the worker is likely an
“employee,” notwithstanding any agreement or understanding to the contrary.
Penalties abound, so watch out!

“Why is this my problem? I’m using a temp agency!”
Employers sometime assume they have no exposure for workplace wrongs

involving a temporary staffing employee, believing that only the temp agency –
the “actual” employer – can be responsible. Unfortunately, not so. Under the
“joint employer” doctrine, any entity that has the practical ability to prevent an
alleged violation – e.g., those parties with the power to “hire and fire,” “set
wages,” or to tell workers “when and where to report to work” – could be found to
be “the” employer. The practical effect of this doctrine? Both the temp agency
and the company supervising the workplace can be found to be “joint
employers,” and held jointly liable for a host of employment law violations – even
when the temp agency is the actual, paycheck-writing employer.

Other employer misconceptions abound, but we do have space limitations!
Suffice it to say, common sense and practicality don’t always carry the day in
employment law. Keep your trusted employment counsel on speed dial!
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Megan Traverso is an associate in the Employment Law

practice of Paul Hastings and is based in the firm’s Orange
County office. Traverso represents employers in all
aspects of labor and employment law, including
discrimination, harassment, and wage and hour issues, in
both single-plaintiff and class action matters. Contact her
at 714.668.6207 or megantraverso@paulhastings.com.

n Iskanian v. CLS Transportation, Los Angeles, LLC, 59 Cal. 4th 348
(2014), the California Supreme Court recently confirmed an employer-
friendly trend in appellate court decisions: Class action waivers contained
in pre-employment arbitration agreements are enforceable by virtue of

Federal Arbitration Act (FAA) preemption, and the California Supreme Court’s
decision in Gentry v. Superior Court, 42 Cal. 4th 443 (2007), has been overruled
by later U.S. Supreme Court decisions. This is a significant win, reversing
previous California court decisions that voided arbitration agreement class action
waivers on the premise that they violated state public policy. The Iskanian
decision provides all the fodder necessary for employers to enforce the class
action waivers in their arbitration agreements.
Good news, right? Well, don’t rush out to file
your motion to compel arbitration just yet.

The Iskanian Court, however, dealt a
significant blow to those California employers
whose arbitration agreements also included an
employee’s waiver of Private Attorneys General
Act (PAGA) representative action rights. While
allowing class action waivers to be enforced,
the Iskanian Court held that any waiver of PAGA
claims is unenforceable because to do
otherwise “is contrary to public policy.” The
confusion or conflict exists in the use of public policy to trigger FAA preemption
regarding class action waivers, but also using public policy to void waivers of
PAGA claims.

What Is PAGA?
PAGA was originally enacted because the California Labor and Workforce

Development Agency (LWDA) lacked resources sufficient to enforce the state’s
employment laws. PAGA allows an employee to bring a lawsuit on behalf of the
state against his or her employer. In doing so, the employee may also represent a
group of current and former employees that resembles those represented in class
actions. Such actions brought on behalf of current and former employees are
referred to as “representative PAGA actions.”

In order to pursue a PAGA claim, the employee must give notice to the employer
and the LWDA of the employer’s labor code violations. The LWDA then has the
option to investigate the claims, an option rarely exercised. Rather, the LWDA
typically notifies the employee that it chooses not to investigate the claims. At this
point, the employee steps into the role of the state. The employee can then file a
civil action against the employer on behalf of the state, and on behalf of other
employees experiencing the alleged wage and hour violations, thereby relying on
all the realities of class actions – sample-based discovery, sample-based
evidence at trial, and potentially large recoveries based on that limited discovery
and evidence.

If the employee succeeds on his or her PAGA claim, 75 percent of the recovery
goes to the state, and 25 percent to the employee and the other employees he or
she represents. To incentivize employees to pursue these claims on behalf of the
state, the California legislature included an attorneys’ fee provision, allowing the
employee to recover legal fees if they succeed.

Class Action Waivers Are Valid Under FAA Preemeption
The United States Supreme Court has previously held that “the FAA’s

overarching purpose … is to ensure the enforcement of arbitration agreements
according to their terms so as to facilitate informal, streamlined proceedings.”
AT&T Mobility LLC v. Concepcion,131 S.Ct. 1740, 1748 (2011). In endorsing this
pro-arbitration view, the United States Supreme Court emphasized that the FAA
preempts any state law that stands as an obstacle to enforcing arbitration
agreements according to their terms.

It is under this rationale that the Iskanian Court gave employers the ruling they
have long hoped to receive: that class action waivers are valid and enforceable.
The court noted that class action proceedings are incompatible with the
fundamental goals of arbitration, including arbitration’s informality, speed and
reduced costs. Any California rule, even if based on public policy, that prohibits
class action waivers stands as an obstacle to arbitration. Thus, the California
Supreme Court conformed California law to the United States Supreme Court’s
position and found that California rules banning class waivers are preempted by
the FAA. 

PAGA Waivers Are Invalid
Unlike its decision upholding class action waivers, the California Supreme Court

held that PAGA waivers are unenforceable as an affront to public policy. This
result may seem confusing. As the employer in Iskanian argued, representative
PAGA actions look quite similar to class actions – both types of actions involve
one or more individuals suing on behalf of a group of employees for the same
violations. It seemed to the employer in Iskanian that California policy against
representative PAGA waivers is a state rule that stands as an obstacle to
enforcement of arbitration agreements – the exact same argument the court relied
upon in upholding class action waivers. However, the court found PAGA actions
fundamentally different.

I

You Win Some and You Lose Some, but Rarely at the Same Time –
Iskanian and the California Supreme Court’s Conflicting Treatment of

Group-Wide Lawsuits 
by James Carter, Partner, and Megan Traverso, Associate, Paul Hastings

In particular, the court focused on the distinction that class actions are brought
on behalf of private individuals, while PAGA actions are brought on behalf of the
state. It emphasized that PAGA aims to protect the public, and private parties
cannot enter into contracts waiving the public’s interests. The FAA only applies to
private disputes between employees and their employers, not to disputes between
the public and an employer. For this reason, the court found that PAGA claims lie
outside the FAA’s coverage, and are not preempted by the FAA. Therefore, to the
extent that an arbitration agreement contains a PAGA waiver, that waiver is invalid. 

More Questions Raised Than Answered
While the Iskanian Court answered a number of

questions, its decision raised many more. For
example, it is clear that after this decision, PAGA
claims cannot be waived – but the court did not
indicate in what forum such claims must be
heard. Should they be heard with the employee’s
individual claims in arbitration? Should they be
heard separately in a civil court? And if heard in a
civil court, should that issue be tried before or
after the individual issues are resolved in
arbitration? It is likely that this case will be
appealed to the United States Supreme Court. At

that point, the Supreme Court may answer some or all of these questions.
In the meantime, what should California employers do? Employers will need to

decide whether to adjust their arbitration agreements in conformance with the
California Supreme Court’s opinion, or wait until the United States Supreme Court
gives its final word.

Employers wishing to reevaluate their current arbitration agreement or craft a
new arbitration agreement should consider the following questions: 

u Does the employer’s arbitration agreement contain a class action waiver?
Employers seeking to include a class action waiver should consult with their legal
counsel to ensure the arbitration agreement is carefully drafted to avoid any
challenges. 

u Does the employer’s arbitration agreement contain a representative PAGA
waiver? If so, does the employer want to reform its agreement in light of Iskanian
or wait for and hope the United States Supreme Court considers and makes a
decision on the issue?

u Given that where PAGA claims must be heard remains uncertain, in what
forum would the employer prefer litigating PAGA claims, arbitration or civil court?
Employers should consult with their legal counsel to consider including a provision
in their arbitration agreements stating that all representative PAGA claims will be
heard in that forum.

u Finally, in cases involving both individual and PAGA claims, careful
consideration should be given to the order in which the claims are litigated. An
employer might argue that the arbitration of the individual issues should proceed
first, for the sake of cost and efficiency. For an employer that does not have such
pending cases yet, the employer might consider including a provision in its
arbitration agreement stating that representative PAGA actions must be stayed
pending resolution of the individual claims.

While perhaps slowing the tide of class action filings where arbitration
agreement waiver provisions exist, the Iskanian decision very likely will also
encourage employees to file more representative PAGA actions. A surprising, and
apparently, conflicting result from the same case, leaving employers with some
difficult and pressing decisions to make regarding arbitration programs, their
provisions and related litigation strategy.
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hen corporate officers seek the advice of in-house counsel on delicate
matters, they frequently assume that the attorney-client privilege will
ensure that sensitive information will not be disclosed in future litigation. It
is true that the privilege protects from disclosure of confidential

communications between an attorney and their client made for the purpose of giving
or receiving legal advice to the client. Moreover, courts have repeatedly stated that
the privilege applies to in-house, as well
as outside counsel. But modern
corporate counsel frequently wear many
hats – negotiator, business strategist,
lobbyist and investigator – in addition to
serving as an attorney. And it is this
multi-hat function of in-house lawyers
that makes application of the privilege more complex and nuanced when applied to
their communications with corporate officers.

It is quite clear that the attorney-client privilege applies to communications made
for the purpose of obtaining or providing legal advice. Yet many highly sensitive
issues require counsel to furnish advice that addresses both the legal and business
dimensions of the particular problem. Accordingly, the question arises as to what
steps may be taken by in-house counsel to prevent unnecessary disclosure of
mixed-purpose communications.

The general rule is that an attorney-client communication will be protected if its
“primary purpose” is to request or receive legal advice. But as courts have
recognized, “legal advice is often intimately intertwined with and difficult to distinguish
from business advice.”1 Accordingly, counsel should have an understanding of how
the “primary purpose” of an attorney-client communication is to be determined.
Although a recent appellate court opinion provides reason for cautious optimism that
courts will interpret “primary purpose” broadly, to encompass all “significant”
purposes of a communication, the law in this area is far from settled, and in-house
counsel must continue to act carefully to preserve the privilege when providing
advice that has both legal and business aspects.

“Significant Purpose” as “Primary Purpose?”
In June of this year, the U.S. Court of Appeals for the District of Columbia Circuit

addressed the application of the attorney-client privilege to mixed-purpose
communications in the case of In re Kellogg Brown & Root (“In re KBR”).2 In In re
KBR, a former employee of KBR filed a False Claims Act complaint against KBR
claiming that it defrauded the government by inflating costs and accepting kickbacks
while administering military contracts in Iraq. During discovery, the former employee
sought documents related to KBR’s prior internal investigation into the alleged fraud,
which had been conducted at the direction of the company’s law department and
pursuant to federal regulations requiring defense contractors to maintain compliance
programs and conduct internal investigations into allegations of potential
wrongdoing. The trial court ordered production of KBR’s internal investigation files
over KBR’s attorney-client privilege and work product claims, finding that because
the investigation was “undertaken pursuant to regulatory law and corporate policy
rather than for the purpose of obtaining legal advice,” the primary purpose of the
investigation and related communications was not to obtain legal advice.3 This
decision caused shockwaves across the business and legal communities. KBR’s
petition to the appellate court was therefore closely watched.

In its opinion, the D.C. Circuit stated that the primary purpose test “cannot and
does not draw a rigid distinction between a legal purpose on the one hand and a
business purpose on the other,” and acknowledged that “trying to find the one
primary purpose for a communication motivated by two sometimes overlapping
purposes (one legal and one business, for example) can be an inherently impossible
task.”4 The court adopted the formulation of the privilege for mixed-purpose
communications found in the Reporter’s Note to the Restatement (Third) of the Law
Governing Lawyers, section 72, and concluded that as long as “one of the significant
purposes” of the communication is to obtain or provide legal advice, the
communication has the “primary purpose” of obtaining or providing such advice.5 The
court vacated the trial court’s order, concluding that “there can be no serious dispute
that one of the significant purposes of the KBR internal investigation was to obtain or
provide legal advice.”6

In other words, in the D.C. Circuit’s view, a communication can have more than
one “primary purpose” – a result that may not be intuitive, but that makes good
sense considering the myriad important objectives that motivate consultation with in-
house counsel. This broad construction of the “primary purpose” test would appear
to be welcome news for in-house counsel and their companies. In light of In re KBR,
any communication that has legal advice as one of its significant purposes would
likely be protected by the attorney-client privilege.

Unfortunately, the “significant purpose” test articulated by In re KBR is not the law
in most jurisdictions. In fact, it appears that no other court has adopted this version of
the test for mixed-purpose communications. Many courts take a far narrower view of
the privilege. Until the more expansive position of In re KBR gains wider acceptance,
counsel should proceed with great caution in this area.

Heightened Scrutiny for In-House Counsel
Despite the frequent refrain that in-house and outside counsel are on equal footing

when it comes to the privilege, many courts apply a double standard when it comes
to determining the primary purpose of attorney-client communications. The harsh
reality is that in-house communications will be evaluated more rigorously to

W

Safeguarding the Attorney-Client Privilege 
for Legal and Business Advice

by Wayne R. Gross, Bret D. Hembd, and Leanna C. Costantini, Greenberg Gross LLP

determine whether their primary purpose is in fact to provide legal advice. Some
courts even start from a presumption, implicit or explicit, that communications with in-
house counsel are for a business, not legal, purpose, and are therefore not
privileged.7 Outside counsel, meanwhile, are generally given the benefit of the doubt.
Their communications are presumed to be a request for or provision of legal advice.

This strain of judicial reasoning can be traced back to another D.C. Circuit case, In
re Sealed Case, decided in 1984.8 In re
Sealed Case stands for the proposition
that the party asserting the privilege over
an in-house communication must make
“a clear showing” that in-house counsel’s
advice was given “in a professional legal
capacity.”9 Courts continue to cite to In re

Sealed Case for the proposition that an attorney’s role as in-house counsel warrants
heightened scrutiny.10

Courts that apply heightened scrutiny to communications with in-house counsel
often opine that when the legal and business purposes of the communication are
intertwined, the communication is privileged only if the legal purpose is “predominant”
or “outweighs” the business purpose.11 Some courts have adopted bright-line rules
regarding permissible participants to an allegedly privileged communication, stating,
for example, that an email listing an attorney and a non-attorney in the “to” field
cannot be deemed privileged under the primary purpose test, because the
simultaneous communication to legal and non-legal personnel necessarily “served
both business and legal purposes.”12 And merely copying a non-lawyer in the
company on an email to an in-house counsel may call into question “whether the
primary purpose of the communication was for legal advice or assistance.”13

Best Practices
In order to help ensure that communications regarding legal advice from in-house

counsel will be deemed privileged under the primary purpose test, even in
jurisdictions that apply heightened scrutiny, consider taking the following steps:

(1) Explicitly state in the body of the communication that legal advice is being 
sought or provided.

(2) Address emails seeking legal advice to attorneys only, and do not copy non-
attorneys unless essential.

(3) Separate purely business communications from communications regarding 
legal advice.

(4) For in-house counsel who hold dual-role titles (e.g. Senior Vice President and 
General Counsel), use the legal title for legal communications, and state that 
advice is being sought or provided in the role specified by the legal title.

(5) Consider involving outside counsel in the communication as well as in-house 
counsel.

1 Leonen v. Johns-Manville, 135 F.R.D. 94, 98-99 (D.N.J. 1990).
2 In re Kellogg Brown & Root, Inc., No. 14-5055, 2014 WL 2895939 (D.C. Cir. June 27, 2014).
3 Id. at *1.
4 Id. at *5.
5 Id.
6 Id.
7 See, e.g., Lindley v. Life Investors Ins. Co. of Am., 267 F.R.D. 382, 389 (N.D. Okla. 2010).
8 In re Sealed Case, 737 F.2d 94 (D.C. Cir. 1984).
9 Id. at 99.
10 See, e.g., Craig v. Rite Aid Corp., No. 4:08-CV-2317, 2012 WL 426275, at *6-7 (M.D. Pa. Feb. 9, 2012); Oracle

Am., Inc. v. Google, Inc., No. C-10-03561-WHA (DMR), 2011 WL 3794892, at *4 (N.D. Cal. Aug. 26, 2011).
11 Lindley, 267 F.R.D. at 392 (citing Picard Chem. Inc. Profit Sharing Plan v. Perrigo Co., 951 F. Supp. 679, 685-86

(W.D. Mich. 1996); Neuder v. Battelle Pac. Nw. Nat’l Lab., 194 F.R.D. 289, 292 (D.D.C. 2000)). 
12 United States ex rel. Baklid-Kunz v. Halifax Hosp. Med. Ctr. (Halifax), No. 6:09-CV-1002-ORL-31, 2012 WL

5415108, at *4 (M.D. Fla. Nov. 6, 2012); see also In re Seroquel Products Liab. Litig., No. 6:06-md-1769-ORL-22,
2008 WL 1995058, at *4 (M.D. Fla. May 7, 2008); In re Vioxx Prod. Liab. Litig., 501 F. Supp. 2d 789, at 805 (E.D. La.
2007).

13 Halifax, 2012 WL 5415108, at *4 (quoting In re Vioxx, 501 F. Supp. 2d at 812).
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recent U.S. Supreme Court opinion has curtailed the ability of patent
owners to enforce patents that involve multiple steps and require multiple
actors. In Limelight Networks v. Akamai Technologies, the Court ruled
that liability for inducing patent infringement first requires evidence of

direct infringement—and if a would-be infringer does not itself direct or control
all the steps of a patent, then it cannot have induced others to infringe, either.
The ruling is expected to have a significant impact on Internet-based inventions,
especially social networking tools that rely on their customers to elect certain
actions and complete various steps.

A Case of “Embedding” and “Tagging”
The Limelight case involved the enforcement of U.S. Patent No. 6,108,703

(the’703 Patent), which is assigned to the Massachusetts Institute of Technology
and licensed to Akamai Technologies. The ’703 Patent is designed to speed the
delivery of website content—typically, large music or video files, sometimes
referred to as “embedded objects.” Website operators contract with Akamai to
store those embedded files on a network of servers across the country, allowing
website visitors to swiftly access the data from a location on Akamai’s network
close to the visitor’s geographic location rather than retrieving from the remote
location of a content provider.

Limelight, a competitor of Akamai, also operates a network of website servers.
It uses technology similar to Akamai’s, except that where Akamai “tags” the files
to be stored on its servers, Limelight requires its customers to do their own
tagging. In 2006, Akamai sued Limelight in federal court for infringing the ’703
Patent—a jury awarded Akamai $40 million in damages. Shortly thereafter,
though, the Federal Circuit decided another patent case, Muniauction v.
Thompson, in which the court held that unless a single defendant exercises
“control or direction” over all of the steps required for patent infringement, that
party cannot be liable for direct infringement. In light of Muniauction, Limelight
moved for reconsideration. Because Limelight does not control or direct its
customers’ tagging of embedded files, the Federal Circuit decided that Limelight
did not directly infringe the ’703 Patent. Nonetheless, on en banc review in
Limelight, the Federal Circuit concluded that Limelight could be liable for
induced infringement—even if Limelight did not perform all the steps of the ’703
Patent on its own, Limelight encouraged others to carry out the remaining steps.

On June 2, 2014, a unanimous Supreme Court disagreed. The Supreme Court
relied on, without revisiting, the Federal Circuit’s definition of direct infringement
in Muniauction and identified two circumstances under which performance of the
claimed steps would be attributable to the same defendant: (1) the defendant
actually performs all steps itself, or (2) it “exercises control or direction over the
entire process,” despite certain steps being performed by different parties. The
Court explained that control may exist where the defendant maintains an agency
relationship with or imposes contractual obligations on the parties that perform
the other steps. Therefore, the Supreme Court explained, there can be no
induced infringement without direct infringement, and there can be no direct
infringement without liability falling on a single entity.

Applying this rule in Limelight, the Court held that there was no direct
infringement of the ’703 Patent because the performance of all the patented
steps is not attributable to any one entity—Limelight’s customers were not
agents of Limelight and were not contractually obligated to tag an embedded
object. Because there is no direct infringement, Limelight cannot be liable for
inducing infringement.

Limelight’s Significance
The Limelight ruling highlights the importance of drafting claims with an eye

toward litigation. Especially for method of use patents, as opposed to patents for
machines or chemical compounds, the drafter must be alert to inventions that
claim steps that multiple entities can perform. In these situations, the claims
should recite only those steps that will be performed by a single entity. For
example, a patent that relates to encoding data for wireless communications
might include steps performed on a cellular handset followed by steps
performed on a cellular transmitter station. Because the handset owner does not
own the cellular transmitter station, there is a risk that not all the patented steps
will be attributable to any one entity when the invention is used. If the patent
instead directs its claims to the steps that occur only on the cellular transmitter
station—receiving encoded data, processing the encoded data, transmitting the
processed data—then all steps will be attributable to a single entity.

As for patents already in force, the effect of Limelight will vary from industry to

A

Supreme Court Back in the Patent Limelight
by John Kappos, Diane Pang and Bo Moon, O’Melveny & Myers LLP

industry. Although the analysis depends on the precise facts of each case—the
scope of the claims, whether the steps can be divided among multiple parties,
and the relationship between the parties—we can make some general
observations. For example, the Limelight ruling is unlikely to affect the medical
device industry. Medical method claims tend to recite steps that are performed
by a physician during surgery—e.g., making an incision, inserting a device,
advancing the device to the region of interest, releasing a stent and withdrawing
the device. For the same reasons, Limelight is also unlikely to affect the
pharmaceutical industry. Method of treatment claims tend to recite steps that are
performed by the prescribing physician or the patient as directed by the
physician—e.g., identifying a patient’s condition, administering a cocktail of
drugs and repeating the step of administering daily. In these cases, all steps will
be attributable to a single entity—the device manufacturer or the pharmaceutical
company—meaning that the patent holder can be liable for inducing infringement
even after Limelight.

The same is true for claims directed to methods of manufacturing
pharmaceuticals. Although certain steps (e.g., finish and fill) may be performed
by an entity other than the drug’s manufacturer, that entity will necessarily have
a contractual or agency relationship that will obligate it to perform the steps
according to standards tightly regulated by the FDA. Again, all steps will be
attributable to a single entity—the drug manufacturer—such that Limelight will
not save the manufacturer from liability for direct infringement.

But in industries where certain key steps are necessarily performed by
customers who are not contractually obligated to perform those steps, Limelight
will negate liability for inducement. This situation will most often arise in Internet-
based inventions. In the realm of social networking, for example, a user often
elects to take certain actions to achieve a specific result. Because the user is not
obligated to perform these steps, but does so voluntarily, the steps he or she
performs will not be attributable to a single entity. Thus, claim drafting for
Internet-based inventions must now take Limelight into account. Where method
steps might be performed by multiple entities, care should be exercised to claim
only the steps that must be performed by a single entity.

Looking Ahead
In its opinion, the Supreme Court recognized a potential loophole—a would-be

infringer seeking to evade liability by deliberately dividing a patent’s steps so
that some are performed by a party it neither directs nor controls. The Court laid
this “anomaly” squarely at the feet of the Muniauction decision, practically
inviting the Federal Circuit to reconsider whether divided infringement is indeed
a viable defense to direct infringement. For these reasons, Limelight is probably
not the last word on infringement involving steps that multiple parties can
perform.
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n recent years, the area governing
employment arbitration agreements
has evolved rapidly. That evolution
accelerated in June, when the

California Supreme Court issued a watershed decision in Iskanian v. CLS
Transportation, which addressed the enforceability of class and representative
action waivers contained in employment arbitration agreements. In light of this new
case, employers are well-advised to reevaluate the pros and cons to utilizing these
agreements.

Should the Company Utilize Arbitration Agreements? A Recent Empirical
Study Says, “Yes.”

A recent 2014 study by Dr. Mark D. Gough of Cornell University published in the
Berkeley Journal of Employment and Labor Law examined nearly 700 recent
employment discrimination cases, approximately 480 that reached verdict in
litigation and approximately 210 that were decided in arbitration. The results were
astonishing. The data revealed that employees pursuing litigation in courts were
nearly 40 percent more likely to win, and received average awards nearly twice as
large as employees in arbitration.

Further, the study found that the average amounts awarded to successful
discrimination plaintiffs in court were much higher than awards in arbitration. The
average award to a successful discrimination plaintiff was $802,487 in court,
versus $412,052 in arbitration, that is, litigation awards were 97 percent higher. If
this concluded the analysis, the decision would be easy. However, the study is just
the first step in analyzing arbitration agreements.

Practical “Pros” and “Cons” to Utilizing Arbitration Agreements
Pros

u Class Action Waivers. Arbitration agreements provide employers a potential
mechanism to avoid class action litigation if they include well-drafted class action
waivers.

u Arbitration is typically faster. One study found that it takes an average of
two and a half years for state courts to decide a civil rights employment dispute,
while cases decided in arbitration take approximately one year.

u Arbitration may limit discovery burdens. Informal discovery procedures
usually reduce discovery abuses and related costs.

u Scheduling flexibility. Often benefits company witnesses.
u Confidentiality. Arbitration proceedings are generally not open to the public.

I
The Pros and Cons of Employment Arbitration Agreements

by Matthew M. Sonne, Esq., Partner, Sheppard Mullin Richter & Hampton LLP

u Limited Appeal Rights. Arbitration
minimizes protracted litigation on appeal
and related attorneys’ fees.

Cons
u Arbitrator Fees. In many states, including California, the employer must pay

all of the arbitrator’s fees, which sometimes exceed the value of an employee’s
claim.

u Disfavored Dispositive Motions. Arbitrators (who are paid by the hour) are
perceived to be less likely to grant summary judgment motions, which decide the
case before a full hearing, than overworked trial judges.

u “Splitting the Baby?” Arbitrators are viewed to be more likely than judges to
“split the baby” and award at least something to the employee, which often triggers
the award of attorney’s fees in employment cases.

u Certain Claims Inarbitrable. Courts have held that certain employment claims
are not subject to arbitration.

u Numerous Individual Arbitrations? An arbitration agreement that contains a
class action waiver may lead to numerous individual arbitrations instead of one
class action, which could become costly since the employer has to pay each
individual arbitration fee.

Conclusion
Employment arbitration agreements remain a difficult issue for California

employers. However, no employer should ignore the subject because of its
complexity. With the assistance of experienced counsel, an employer can
determine whether a well-drafted arbitration agreement could improve the
company’s outcome in employment disputes.

Matthew M. Sonne
Matthew M. Sonne, Esq. is a partner in the Orange County

office of Sheppard Mullin Richter & Hampton LLP.  He
specializes in representing employers in all aspects of
employment law and is fluent in Spanish. He can be reached
at 714.424.2802 or msonne@sheppardmullin.com.
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here are few investments associated with as little perceived risk as fine
jewelry. Lugano Diamonds designs its spectacular jewelry with longevity in
mind, incorporating magnificent gems into timeless settings that can just as
easily become family heirlooms as they can be incorporated into a diverse

financial portfolio.

With one of the largest selections of GIA-certified* diamonds in every size and
price point, Lugano creates beautiful, one-of-a-kind jewelry that are true originals.

T

Diversify Your Portfolio with an
Eye-Catching Investment

Visit Lugano Diamonds
We invite you to experience Lugano’s remarkable collection and unparalleled

customer service first-hand. Lugano Diamonds is located at 620 Newport Center
Drive, Suite 100, Newport Beach, CA 92660 and at Montage Laguna Beach,
located at 30801 S. Coast Hwy., Laguna Beach, CA 92651. For more information,
please visit www.luganodiamonds.com, call 1.866.584.2666 and “Like” Lugano
Diamonds on Facebook.

*The Gemological Institute of America (GIA) is the world’s foremost authority on
diamonds, colored stones and pearls.

Luxuriant Emerald
Verdant hues are often associated

with wealth and wisdom, and Lugano
Diamonds has many ways to
incorporate green into any ensemble.
This magnificent Emerald Ring is
comprised of a show-stopping 9.28-
carat emerald, garnished by diamonds,
set in platinum.

Brilliant in Diamonds
These exquisite emerald-cut

Diamond Earrings shine brightly on any
occasion. The pair contains two
separate D-color, VVS diamonds, each
weighing more than five carats.  Set in
platinum and surrounded by additional
diamonds, these earrings light up every
room.

Year-Round Summer Sunshine
Lugano Diamonds makes it possible

for one to keep the warmth of the sun
close at heart year-round with its Fancy
Yellow Diamond Necklace. This
spectacular piece showcases a 6.67-
carat, light yellow, kite cut diamond,
accented by brilliant diamonds of
several cuts and colors, set in 18-karat
white gold.
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he California Supreme Court, Court of Appeal and U.S. Supreme Court
decided significant employment-related cases this past term, the effects
of which may impact how California employers draft arbitration
agreements, face proceedings before the National Labor Relations

Board, or possibly challenge health care mandates conflicting with their religious
beliefs. Highlighted below are recent employment-related cases and a discussion
of their impact on California businesses.

Iskanian v. CLS Transp. Los Angles, LLC
In Iskanian v. CLS Transp. Los Angles, LLC 1, the California Supreme Court ruled

that the Federal Arbitration Act (“FAA”) and U.S. Supreme Court precedent
preempted its 2007 decision in Gentry v. Superior Court 2 disfavoring enforcement
of class action waivers in employment arbitration agreements. However, the Court
ruled a provision requiring employees, as a condition of employment, to give up the
right to bring representative actions under the Private Attorneys General Act
(“PAGA”) was unwaivable and not preempted by the FAA.

The case arose after the employee filed
a class action for alleged unpaid overtime
and Labor Code violations. He also sought
civil penalties under the PAGA, which
authorizes an employee to bring an action
on behalf of the state for Labor Code
violations, with most of the proceeds of that
litigation going to the state.

The employer asked the trial court to order arbitration and dismiss the class
claims based on an arbitration agreement signed by the employee that contained a
class action waiver. Granting the employer’s request, the trial court ruled that AT&T
Mobility LLC v. Concepcion 3, in which the U.S. Supreme Court held that the FAA
prohibited California’s rule conditioning the enforceability of consumer arbitration
agreements on the availability of class-wide arbitration, abrogated Gentry.

Tackling the scope of FAA preemption, the California Supreme Court ruled that
the FAA preempted Gentry’s rule against class action waivers because “states
cannot require a procedure that interferes with fundamental attributes of
arbitration.” However, the Court also determined that FAA did not preempt
California’s prohibition against waivers of representative actions under the PAGA
because that rule “did not interfere with the FAA’s goal of promoting arbitration as a
forum for private dispute resolution.”

Malone v. Superior Court
In Malone v. Superior Court 4, the California Court of Appeal ruled that the FAA

preempted California case law holding that a clause delegating to the arbitrator the
authority to decide questions of an agreement’s enforceability is unconscionable
because the arbitrator has a financial self-interest in finding an agreement
arbitrable. The Court held that the delegation clause was not unconscionable and
ordered arbitration.

The case arose after a bank employee filed an action for alleged Labor Code
violations. The employer asked the trial court to order arbitration based on an
agreement requiring arbitration of employment disputes and delegating to the
arbitrator the “exclusive authority to resolve any dispute relating to the
interpretation, applicability or enforceability” of the agreement. The trial court found
that the FAA preempted the employee’s contention that the delegation clause was
unconscionable.

The California Court of Appeal addressed the interplay between the FAA and
existing California case law disfavoring enforcement of delegation clauses based
on an arbitrator’s alleged self-interest (i.e., that he would be compensated for
arbitrating the dispute on the merits and be considered for further arbitration
assignments). The Court ruled that the case law ran afoul of the FAA because it
expressed a “judicial hostility to arbitration” and was “based on the assumption that
a paid decision-maker cannot be unbiased.” “The analysis discriminates against
arbitration, putting agreements to arbitrate on a lesser footing than agreements to
select any judicial forum for dispute resolution, and it is therefore preempted,” the
Court stated.

National Labor Relations Board v. Noel Canning
President Barack Obama’s three recess appointments to the National Labor

Relations Board in Jan. 2012 were unconstitutional because the recess was
insufficiently short, the U.S. Supreme Court unanimously held in National Labor
Relations Board v. Noel Canning.5 The Court ruled that, although the President had
the power to make inter- and intra-recess appointments, the intra-session recess
was too short to permit the appointments. The Court found that recesses of less
than 10 days were “presumptively too short” to allow for recess appointments.

Further, in calculating the length of a recess, the Court found that Senate pro
forma sessions could not be ignored to allow a series of brief recesses “punctuated
by pro forma session[s]” to be treated as one longer recess. The Court recognized
that the Senate determined when it is in session “by retaining the power to conduct

T

What’s New in Employment Law? –
A Review of Recent California and Federal Decisions

by Samantha N. Hoffman, Managing Shareholder, Jackson Lewis P.C.

business pursuant to its own rules.” Because the Senate retained that authority, it
remained in session. Thus, the appointments were invalid.

Burwell v. Hobby Lobby Stores, Inc.
In Burwell v. Hobby Lobby Stores, Inc. et al.6, a divided U.S. Supreme Court ruled

that closely held corporations cannot be required to provide contraceptive coverage
as mandated by the Affordable Care Act (“ACA”). In the majority opinion, the Court
held that, as applied to closely held corporations, the Department of Health and
Human Services’ (“HHS”) regulations requiring contraceptive coverage violated the
Religious Freedom Restoration Act of 1993, which prohibits the government from
“substantially burdening” a person’s exercise of religion, except where the burden
is both in “furtherance of a compelling governmental interest” and is the “least
restrictive means of furthering that compelling governmental interest.”7

The Court found that the ACA’s estimated penalties of $475 million per year
against Hobby Lobby were a “substantial burden” and that the government had
failed to show the contraceptive mandate was the least restrictive method of

advancing its interest in guaranteeing
access to such coverage. Further, although
HHS provided a regulatory accommodation
for religious nonprofits, it failed to extend a
similar accommodation to “closely held,”
for-profit corporations with religious
objections to providing contraceptive
coverage. The Court did not define “closely
held” in its opinion.

Four justices dissented and criticized the majority for essentially concluding that
commercial entities could opt out of almost any law considered incompatible with
their owners’ religious beliefs. It should be noted, however, that the majority
rejected the dissent’s suggestion that employers could use religious objections to
avoid complying with federal anti-discrimination laws, as the majority recognized
the Government’s compelling interest in providing equal opportunity to participate in
the workforce.

What do these decisions mean for California Employers?
Iskanian and Malone suggest that California’s long-standing hostility toward

enforcement of arbitration agreements may be waning. These cases provide strong
support for employers seeking to enforce employment arbitration agreements with
clearly drafted class action waivers and delegation clauses. However, employers
cannot require employees to waive their right to a “representative” action under the
PAGA. Arbitration agreements also remain subject to challenge under California’s
evolving law of unconscionability, although Malone indicates that courts may
scrutinize unconscionability claims more closely in light of the FAA.

Turning to the U.S. Supreme Court’s decisions, although Noel Canning called
into question the enforceability of decisions made while the Board was not properly
constituted, its impact may be lessened by the Board’s ratification on July 18, 2014
of all administrative and other matters made during that period. Whether the
Board’s ratification or its underlying decisions will be challenged remains to be
seen.

Hobby Lobby has generated a great deal of controversy; however, upon close
scrutiny, the decision is extremely limited. It applies only to “closely held”
corporations. Publicly traded corporations and corporations with multiple,
unrelated shareholders are not covered by the decision. Likewise, the decision
also applies only to closely held corporations operating under sincerely held
religious beliefs that conflict with another law. However, it is unlikely that most
employers will be able to rely on the decision to challenge other employment
discrimination laws.

1 No. S204032 (Cal. Jun. 23, 2014).
2 42 Cal. 4th 443 (Cal. 2007).
3 131 S. Ct. 1740 (2011).
4 No. B253891 (Cal. Ct. App. Jun. 17, 2014).
5 No. 12-1281 (Jun. 26, 2014).
6 No. 13-354 (Jun. 30, 2014).
7 42 U.S.C. § 2000bb-1(a).
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former law partner described owning a business with partners as being akin
to “marriage without sex.” Being parents, many of us just scratched our head.
Sounds a lot like parenthood. Jokes aside, what he really meant to impart was
that having a business partner creates legal duties and obligations on both

sides of the relationship, much like spouses owe to each other. The comparison to
marriage is also apt because roughly one-half of all marriages
are doomed to fail, while 55 percent of all start-up businesses
also fail within the first five years. Based on a 2014 study1, the
four leading causes of business failures are, in order: 1)
incompetence (46 percent of all failures); 2) unbalanced
experience or lack of managerial experience (30 percent of all
failures); 3) lack of experience in line of goods or services (11
percent); and 4) neglect, fraud or disaster (1 percent of all
failures). Thus, it is fair to say that 99 percent of all new business
failures were predestined from the start due to incompetence or
lack of experience.

These same mistakes are often repeated in the initial
agreements among partners, or in many cases, the lack of written agreements
among partners. Much like married couples’ reluctance to contemplate the dreaded
prenuptial agreement, many new business partners are reluctant to address in writing
the “what if” associated with failure of the business, or worse, the failure of the
relationship in an otherwise successful business. We refer to these situations as
“business divorces.”

A case that our firm is currently litigating involves an extremely successful online
retailer. That business went from start up to over $100,000 of net profit per month in
less than one year. But, in this case, a greedy passive partner exercised “self help” to
lock out his other two partners who created and successfully operated the business.
He replaced them with his sister, who had no experience either in the industry or with
online retail operations. Not surprisingly, the business has since suffered massive
losses, and the two sides are embroiled in expensive and contentious litigation. The
two ousted founders have since formed their own new online business and, but for
the expense of litigating with their ex-partner, would be extremely profitable. The
litigation is complicated by the fact that the agreements among the partners, primarily
in the form of a limited liability company operating agreement, was negotiated and
drafted using only one lawyer (who represented only one of the sides) and this lawyer
lacked experience in drafting such an agreement in this context. As a result, the
document contained conflicting definitions of the same key term (such as the
meaning of “majority vote”) and failed to include any form of non-competition
covenants.

Tip No. 1: Invest the Time Upfront with Your Own Lawyer to Ensure that Your
Deal Is Well Thought Out and Reduced to an Enforceable Writing. The form of
your business venture, whether a partnership, LLC or corporation, will define many
aspects of your relationship with your partner. For example, if you formed an LLC in
California, but failed to create or complete a written operating agreement, your LLC
will nevertheless be controlled by the parties’ “oral” agreements (i.e., the proverbial
handshake), their “implied” agreement (i.e., the agreement created by their conduct)
or some combination thereof. If there are holes in that agreement, the Corporations
Code may answer some, but not all, of the open issues. Later, when it’s time for the
business divorce, the parties and their lawyers will be required to prove their
agreement and its terms. The result can be expensive and uncertain, especially if the
paper trail documenting the parties’ discussions is sparse. This outcome can be
avoided by investing the time with experienced legal counsel, and following all the
way through to a signed agreement.

Tip No. 2: Avoid Deadlock. Deadlock occurs when there are an even number of
directors/managers who vote against each other, and a 50/50 split among
shareholders/members. Under California law, a deadlock may result in a court order
that the entity be dissolved. However, this requires filing a lawsuit, which again results
in considerable expense and uncertainty. There are a number of practical ways to
avoid deadlock, the details of which go beyond the scope of this article, but the key is
to be aware of the problem and engage your attorney to help you avoid this pitfall.

A

Breaking Up Is Hard To Do
5 tips to ensure that you and your partner are prepared for a business divorce

by Alton G. Burkhalter, Founding Partner, Burkhalter Kessler Clement & George LLP

Tip No. 3: Agree Up Front to Buy-Sell Provisions with Appropriate Non-
Compete Protections. Without a buy-sell provision in place, unhappy minority owners
are without any practical way to liquidate the value of their investment in the company.
With rare exceptions, buyers are not interested in acquiring minority interests in a
business, especially when the other shareholders and the selling shareholder are
unable to get along. With a buy-sell provision, the parties agree in advance that if “x”
happens, either the company or the other owners will have the right (or even the
obligation) to repurchase the departing owner’s interest. Death and permanent
disability are common examples of “x” but the parties may include other triggers, such
as termination of employment (with or without cause). The method of arriving at the
purchase price is also agreed upon in advance. It may simply be a fixed price per
share, a multiple of earnings or an appraised value. Even the manner in which the
appraisal is conducted can be set forth in advance.

The other part of this problem is addressed by a noncompete provision. In
California, noncompete provisions are unenforceable in most situations. The notable
exception is where the business (or shares in a business) is sold. The noncompete
provisions prohibits the selling shareholder from directly or indirectly interfering with
the company’s business. The duration and the geographical limitations of the
noncompete must be reasonable or else a court will curtail it. As a general rule, five
years and the county or counties in which the business is conducted are good rules of
thumb, but the actual terms will depend on the precise nature of the business and the
reasonable harm it might suffer due to competition from the former owner, balanced
against the former owner’s right to work and compete in the same marketplace.

Tip No. 4 Unless You Have Unlimited Resources, Punishing Your Ex-Partner
Will Wind Up Exacting an Equal or Worse Toll on You. When litigation is required, it
is not uncommon for one or more of the parties to “scorch the earth” with the
expectation that their opponent will give up or weaken. In our experience, this tactic
rarely works and instead further complicates the situation by adding expensive legal
fees to both sides of the equation. In the case we described, the case has required
multiple court hearings, the appointment of a discovery referee and even an appeal,
and has not yet arrived at its trial date. So far, the greedy partner has yet to win even a
minor court ruling, yet he continues to aggressively litigate. As a result, the two parties
have collectively incurred over $1 million in legal expenses. The contract contains a
provision that the prevailing party will be entitled to an award of reasonable attorney’s
fees, and so it is likely that the loser will pay twice — once for his lawyer and again for
his opponent’s lawyer. Those resources could have been preserved in whole or in part
by focusing on the key issues, and looking for opportunities to discuss practical
business or legal solutions. One example is early stage mediation. If successful, the
parties will have settled their dispute with minimal legal costs. If not, at least the parties
have had the opportunity to fully understand why settlement is not possible at this time
or on certain terms and perhaps even narrow the issues still in dispute.

Tip No. 5 At the Right Price, You Should Feel Equally Uncomfortable Being a
Buyer or a Seller. When both partners are active in the business, there is often
uncertainty over which partner will continue with the business and which will leave. This
is due primarily to a disconnect between one party’s perceived value if his shares are
being sold versus what he is willing to pay to acquire his partner’s shares. While there
may be logical reasons for this disconnect, a useful tool to ground the negotiations is
for one of the parties to offer a per share price at which they will either buy out the other
side or allow the other side to purchase their interests. Terms of the noncompete also
equally apply. If the other side rejects this offer, ask him to make a similar offer giving
you the option to buy or sell at that price. This process helps to achieve a deal or at
least to understand where and why there is disagreement over value.

Steven Covey says, “Begin with the end in mind.” Consider this sage advice as you
move forward with your business partner.

1 Source: Entrepreneur Weekly, Small Business Development Center, Bradley Univ, University of Tennessee Research

About Burkhalter Kessler Clement & George LLP
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ith tighter lending standards prevailing after the financial crisis, many
businesses, and in particular small businesses, have found that banks
and other lenders are hesitant to make loans absent additional payment
assurances. Often this means the lender will require someone else to

execute a guaranty (or “surety”) agreement “guaranteeing” the payment of the
loan by the borrower (or “principal”). The
basic concept of the guaranty is simple:
the “guarantor” agrees to pay the debt of
the principal if the principal defaults on its
payment obligation. The guarantor may be
another business entity or an individual
(often an owner of the borrower) who
executes the guaranty agreement in his or
her individual capacity. If the loan is
particularly large or risky, the bank may require that more than one entity or
individual execute a guaranty.

This article explains what guarantors need to know should they find themselves
in the unfortunate position of evaluating their options after a borrower’s default.

Remedies Against the Borrower
One option is to satisfy the principal’s payment obligation to the lender, and

then seek recourse against the principal. Perhaps the guarantor believes that the
principal, though unable to meet its obligations to the lender, could repay the
guarantor under different terms. The California Civil Code entitles a guarantor
who has satisfied any part of the principal obligation to reimbursement of “what
he has disbursed, including necessary costs and expenses” from the principal.
(CaL. CIv. COde § 2847.) In other words, the guarantor is entitled to be made
“whole” by the principal.

But can the guarantor obtain more from the principal than what it has
disbursed? For example, perhaps the guarantor believes that the lender would
be willing to accept something less than the full amount of the principal’s
obligation to avoid the hassles associated with enforcing the promissory note.
and perhaps the guarantor thinks that it would be able to obtain payment from
the principal. May the guarantor purchase the note from the lender at a discount,
and then enforce the note against the principal for its full amount, pocketing the
difference?

Prior to the enactment of the Uniform Commercial Code, the answer was no;
payment of the underlying debt extinguished the debt, leaving only an equitable
action for reimbursement. However, courts have since clarified that if a note is
paid by the guarantor, the note is extinguished only if marked paid on its face. a
guarantor who pays the principal’s obligation may now take assignment of the
underlying note and enforce it against the principal in the same way the creditor
could have.

Therefore, if they believe the borrower is solvent, guarantors should consider
the appropriateness of negotiating the purchase of the note from the lender at a
discount, and then enforcing it against the borrower. In this way, guarantors may
actually be able to turn a profit on the transaction.

Remedies Against Co-Guarantors
In most cases, recovery from the borrower is unlikely; after all, the borrower did

default. If the guarantor is the sole surety of the debt, it is probably on the hook
for the borrower’s entire obligation, subject to any defenses it may have. If there
are other co-guarantors, however, there are other options.

For instance, the guarantor  may sue one or more of its co-guarantors for
contribution if it satisfies more than its proportionate share of the debt. For
example, if the guarantor is one of three, it may satisfy the entire payment
obligation, and then seek contribution against the other two co-guarantors for
their respective 1/3 shares. alternatively, the guarantor may prefer to wait for
another guarantor to satisfy the note, and then pay its 1/3 share to that
guarantor. Or, all of the guarantors may pay the lender their pro rata shares at
the same time. In each case, the result is the same: payment by each guarantor
of its respective pro rata share.

Because a guarantor can purchase a note and enforce it against a borrower, a
guarantor may ask whether it can purchase a note and enforce it against co-
guarantors. If it can, the guarantor could escape liability entirely since guarantors
are generally jointly and severally liable to the creditor after a borrower default. Is
this a loophole of which co-guarantors in California should be aware?

Surprisingly, the answer is unclear.
On the one hand, the general rule is that parties are free to assign any

contract. Moreover, under the theory of subrogation, one who pays the debtor’s
obligation is “subrogated” to the creditor’s rights, meaning he or she “steps into
the shoes” of the creditor. absent exceptions to these general rules, a guarantor

W

What Guarantors Need to Know 
About California Surety Law

by Philip Lem, Litigation Associate, Payne & Fears LLP

should be able to negotiate a purchase of the note and guarantees and enforce
them against the co-guarantors, recovering the entire balance owed. If the
guarantor purchased these instruments at a discount, it could even come out
ahead.

On the other hand, the Civil Code expressly contemplates only contribution
from co-sureties. Upon satisfying the
obligation of the principal the surety is
entitled “to require all his co-sureties to
contribute thereto…” (CaL. CIv. COde §
2848.)

Other jurisdictions have expressly limited
guarantors’ recovery from co-guarantors to
no more than their pro-rata share of the
underlying obligation. (See, e.g., Mandolfo

v. Chudy, 253 Neb. 927, 573 N.W.2d 135 (Neb. 1998); Collins v. Throckmorton,
425 a.2d 146  (del. 1980); Curtis v. Cichon, 462 So.2d 104 (Fla. Ct. app. 1985).)
This makes sense. The Texas Court of appeals, recognizing the incentives a
contrary rule would produce, noted that if co-guarantors were able to purchase a
note and enforce it against co-guarantors, “then every co-obligor would race to
the bank to purchase the note.” (Lavender v. Bunch, 216 S.W.3d 548, 553-54.
(Tex. Ct. app. 2007).)

But the California cases addressing this issue were decided at the turn of the
20th century, and are inconsistent.  Compare Pond v. Dougherty, 6 Cal. app. 686,
688-89, 92 P. 1035 (1907) with Williams v. P.G. Riehl, 127 Cal. 365, 372 (1899).
adding to the confusion, in 2005, a New York appellate court applying California
law held that a guarantor could enforce the note and guaranty it purchased
against its co-guarantor for the full amount of the outstanding debt since
guarantors are secondary, rather than primary obligors. (Sachs v. Adeli, 16
a.d.3d 175, 178, 791 N.Y.S.2d 47, 50 (2005).)

Given the uncertainty as to whether assignee guarantors can enforce a note
against co-guarantors, savvy guarantors in California have increasingly been
utilizing this tactic. Some have even had success in state trial courts recovering
the entire debt amount from co-guarantors. Guarantors must therefore consider
whether they should purchase the underlying note at issue before one of their co-
guarantors does. at the very least, immediate, direct negotiations with the lender
and/or co-guarantors upon the borrower’s default is advisable to ensure there are
no surprises.

Defenses to Enforcement of the Guaranty
even if the guarantor cannot recover from the principal or from co-guarantors, it

may have valid defenses to enforcement of the guaranty.
Guarantors are entitled to assert most defenses that would have been available

to the principal, including, without limitation, res judicata, lack of consideration,
set-off, estoppel, fraud and illegality. The reason is that because a surety’s
obligation is secondary, the surety must pay only if the lender establishes that the
principal is liable.

Of course, guarantors can assert their own unique defenses to enforcement,
and can bring cross-claims against the lender. They can also seek
indemnification from third parties who they believe should be held responsible for
their loss. In a common example, a guarantor who relies on misleading or false
financial statements of the borrower in deciding to execute a guaranty may bring
a cross-claim for negligence (or fraud) against the third-party accounting firm that
prepared the documents.

Conclusion
Sureties are faced with numerous options after a borrower default. Choosing

the correct strategy to minimize loss requires an understanding of the
relationships between the obligors, as well as the contours of California law. If
played correctly, the guarantor faced with a borrower default need not be the
victim.

Philip Lem
Philip Lem is a litigation associate in the Irvine office of

Payne & Fears LLP. His practices covers a wide range of
complex business matters as well as employment
disputes. Prior to joining Payne & Fears, Lem practiced in
New York City where he represented major banks and
financing companies in commercial, bankruptcy and
securities litigation. Lem can be reached at 949.851.1100
or pkl@paynefears.com.
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ll U.S. companies operating abroad need an “effective” compliance and
ethics program1 to prevent, detect and remediate violations of the U.S.
Foreign Corrupt Practices Act (FCPA), which generally prohibits bribery of
foreign officials by U.S. companies. By now, lawyers and executives at multi-

nationals recognize that the FCPA exists, that U.S.
companies need an anticorruption compliance program
and that the costs of not having such a program can be
significant. Since Siemens paid $1.6 billion (the largest fine
to date) to resolve charges with regulators,2 many other
companies have been hit with multi-million dollar penalties.3 While the need is well-
known, many companies fail to appreciate the practical difficulties of implementing an
effective compliance program across multiple countries.

One all too common approach is to seek an “off-the-shelf” program that can be rolled
out immediately in all locations. An instant compliance program appears to provide
protection, ease of implementation and, most especially, relatively low cost. However,
to be effective, an FCPA compliance program must be reasonably designed to address
and mitigate the specific risks associated with a company’s business operations.4

The first challenge of implementing a compliance program in multiple countries is
assessing the specific risks the organization faces, which are a function of the
corruption environment in the countries of operation,5 the legal and political
environment, the nature of the company’s operations and the size of the business,
among other factors. Unique features of operational life in a particular country must be
taken into account. For example, in-country logistics may be a significant issue in some
countries (due to taxes levied and inspections at state-border crossings) and not in
others. Similarly, countries like China have a significant number of state-owned entities,
which results in more frequent interaction with foreign officials and increased FCPA
risk.6

Once the risk analysis is complete and program design has begun, a second major
challenge arises, which is finding the balance between accounting for market-specific
conditions and having an appropriate level of uniformity across the enterprise. The
elements of an “effective compliance program” 7 must be present in every international
operation’s program. However, the details are likely to vary from country to country. For
example, procedures for conducting due diligence on third-party intermediaries (TPIs)8

will be required for all international operations. How that diligence is conducted will
necessarily vary among countries, based on such factors as the availability of criminal

A

Practical Issues in Implementing an FCPA Compliance Program
Across Multiple Countries

by Mike Piazza, Michael Marinelli, Shareholders, and Sandra Gonzalez, Associate, Greenberg Traurig LLP

records, local privacy laws and whether reference checks are commonly used. Thus,
while some variations among procedures in different countries are inevitable, the
amount of variation is not limitless nor without consequence. U.S. regulators will view
variations skeptically.

The third, and perhaps most serious challenge, is moving
from the design to the implementation phase of program
development. Even a well-designed program can flounder
due to practical difficulties, which will often require
significant resources. Among the factors that contribute to

such difficulties are:
u Language. Procedures, training materials, job aids and other compliance materials

must be in the local language. Absent careful translation, details and nuance can be
lost or confused.

uGeography. Training for companies with geographically dispersed operations
presents difficult logistical issues, increasing the time and resources needed to achieve
training targets.

uCommunications Infrastructure. Many companies increasingly rely on
technology for training and recordkeeping. Not all countries have the communications
infrastructure to support such tools, necessitating alternative solutions.

uCulture. Cultural norms can have a significant effect on program implementation.
For example, whether employees will use a hotline to report violations may be a
cultural issue. In addition, company efforts to prevent bribery will be, in some countries,
a profoundly counter-cultural effort.

uResistance. Some level of resistance to compliance program implementation
should be expected. In some companies, there is an almost reflexive negative reaction
to any new mandate from headquarters, a reaction that can be especially powerful
when foreign growth is achieved through acquisitions.

There are few simple answers in implementing a functional and effective
anticorruption compliance program across international operations. Recognizing that
such a program must be flexible to adjust to different risk profiles is a starting point.
Moreover, implementation is a process, not an event — constant monitoring and
adjustment of the initial implementation are important components of a compliance
program.

1 See, U.S. Dept. of Justice, U.S. Attorneys’ Manual §9-28.300 (2008), available at
http://www.justice.gov/usao/eousa/foia_reading_room/usam/title9/28mcrm.htm (considering “existence and
effectiveness of the corporation’s pre-existing compliance program” in determining whether to charge a corporation);
U.S. Sentencing Comm’n, U.S. Sentencing Guidelines §8B2.1 (2013), available at http://www.ussc.gov/guidelines-
manual/2013-ussc-guidelines-manual (considering effectiveness of corporation’s compliance program to reduce
culpability score).

2 U.S. Sec. and Exch. Comm’n, SEC Charges Seven Former Siemens Executives with Bribing Leaders in
Argentina, (Dec. 13, 2011), http://www.sec.gov/news/press/2011/2011-263.htm.

3 See, e.g. U.S. Sec. & Exch. Comm’n, SEC Charges Total S.A. for Illegal Payments to Iranian Official, (May 29,
2013), http://www.sec.gov/News/PressRelease/Detail/PressRelease/1365171575006 (paying $398 million to settle
SEC and DOJ charges). 

4 See FCPA Criminal Div. of the U.S. Dep’t of Justice & the Enforcement Div. of the U.S. Sec. & Exch. Comm’n,
FCPA: A Resource Guide to the U.S. Foreign Corrupt Practices Act 59 (2012) [hereinafter Resource Guide].

5 See Transparency International, 2012 Corruption Perceptions Index, available at
http://cpi.transparency.org/cpi2012/.

6 The broad definition of “foreign official” includes employees working at state-owned entities. 15 U.S.C. § 78dd-
1(f)(1)(A) (“‘foreign official’ means any officer or employee of a foreign government or any department, agency, or
instrumentality thereof….”).

7 Resource Guide at 57-62.
8 Id. at 60 (TPIs carry significant risk—they “are commonly used to conceal the payment of bribes to foreign officials

in international business transactions.”).

Mike Piazza
Mike Piazza is a shareholder at Greenberg Traurig LLP

(GT) in the firm’s Orange County office and represents
clients in white collar, business and complex commercial
litigation. Mike can be reached at piazzam@gtlaw.com or
949.732.6568.

Michael Marinelli
Michael Marinelli is a shareholder at GT’s Austin office

and advises clients on U.S. export control regulations, as
well as the FCPA. Michael can be
reached at marinellimx@gtlaw.com or
512.320.7236.

Sandra Gonzalez
Sandra Gonzalez is an associate in GT’s Austin office

and focuses on international compliance matters,
including the FCPA. Sandra can be reached at
gonzalezsd@gtlaw.com or 512.320.7234.

About Greenberg Traurig LLP
Greenberg Traurig LLP is an international, multi-practice law firm with

approximately 1,750 attorneys serving clients from 36 offices in the United States,
Latin America, Europe, Asia and the Middle East. The firm is among the “Power
Elite” in the 2014 BTI Client Relationship Scorecard report, which assesses the
nature and strength of law firms’ client relationships. For additional information,
please visit www.gtlaw.com.
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Alyson Barker, Vice President, General Counsel and Corporate Secretary
Wet Seal Inc., Foothill Ranch

During Alyson Barker’s first year at The Wet Seal Inc., she tackled
and pushed forward the successful resolution of more serious threats
to her client than many general counsels will ever confront in their
entire career. Her second year has been marked with different, but
equally nail-biting challenges. Barker joined The Wet Seal Inc. in May
2012 as the sole in-house lawyer for the 50-year-old tween fashion
retailer with 532 stores in 47 states and Puerto Rico. Barker had
barely settled into her new job, when she was confronted with one
crisis after another. In July 2012, The Wet Seal faced a class action. In
Oct. 2012, the company’s shareholders had voted out most of the
incumbent board members and leadership. Overnight, Barker
developed a strong working relationship with the new board members, serving as a
resource to them as they worked to implement new corporate strategies while ensuring
compliance with SEC requirements. Under Barker’s leadership, The Wet Seal reached an
amicable resolution of the class action. Barker has also been a champion of diversity within
the company and beyond – contributing to Wet Seal’s highly publicized engagement of a
model with Down’s Syndrome and its partnership with Laura’s House.

Michael Baroni, General Counsel
Palace Entertainment, Newport Beach

Michael Baroni joined Palace Entertainment, the world’s third largest
amusement company, as general counsel in Jan. 2010. Palace
Entertainment owns and operates approximately 38 amusement,
water and animal parks across 11 states. The operations attract 13
million guests each year and employ 14,000 seasonal employees
annually. In a few short years, Baroni has cleaned shop and
transformed a once disorganized company into a company that is at
the forefront of the industry, with its corporate books and affairs in
order, a portfolio of properly protected intellectual property, a fully
loaded “one stop” HR platform, innovative and proactive programs on
preventative safety, a daily incident-tracking database and litigation
database, and a refuse-to-settle policy on frivolous litigation. In his time with the company,
Baroni launched the “Safety 1st” campaign, resulting in a 60 percent decrease in litigation
and safety incidents since he joined the company. Worker’s compensation incidents also
were reduced by 50 percent. Palace’s insurance brokers and actuarial analysts have
commented on the “hard to believe” results, which are unprecedented. Palace now spends
less on yearly legal fees and settlements than it did when the company was less than half
the size.

Robert Bello, General Counsel
Hughes Marino, Irvine

Robert Bello, Esq. serves as general counsel for Hughes Marino
and is responsible for the legal affairs of the company, as well as
tenant representation. Prior to joining Hughes Marino, Bello gained
extensive experience counseling and representing clients in all
aspects of business law, including: real estate, contractual and
labor/employment issues. In particular, Bello handled complex real
estate litigation involving multi-party investors/developers, contracts,
and the sale or transfer of projects. He helped businesses defend
claims of wrongful termination, discrimination and harassment, while
also working closely with management to prevent employment issues
from escalating into litigation. Of note, Bello helped secure a
precedent-setting opinion in California wrongful termination cases. Bello has also practiced
at one of the region’s leading plaintiff’s firms and one of California’s largest defense firms.
He is admitted to practice in California, Illinois and the United States District Court, Southern
District of California. Bello earned his J.D., magna cum laude, from Thomas Jefferson
School of Law. Combined with his MBA, Bello’s “big picture” perspective makes him an
invaluable resource to the Hughes Marino team. Since joining the firm, Bello has been
instrumental in helping to protect clients’ interests. In addition to reviewing leases and
purchase agreements to ensure clients fully understand their legal obligations, he has also
overseen all legal issues associated with Hughes Marino’s continued growth in Southern
California.

Louis Bevilacqua, President and General Counsel
Digital Offering LLC, Newport Beach

Louis Bevilacqua is one of three co-founders of Digital Offering. He
left his partnership at Pillsbury Winthrop Shaw Pittman to start Digital
Offering, an investment bank focused on raising capital for public and
private companies through generally solicited private placements that
are now permitted under Rule 506(c). Since its launch in Sept. 2013,
Digital Offering has raised approximately $11 million for three different
issuers, all of which are based in Southern California, including
Orange County. This new business has capitalized on regulatory
changes intended to induce job creation and has succeeded in
actually raising capital for its clients that has in fact led to job creation.
Previously, Bevilacqua was a partner in the Corporate and Securities
Group at Pillsbury Winthrop Shaw Pittman LLP and held that position since Oct. 2008.
Bevilacqua has counseled companies of every size ranging from entrepreneurs to
established companies whose securities trade on the NYSE or NASDAQ. He has broad
experience representing issuers in public offerings and private placements of securities,
Exchange Act compliance, angel and venture capital financings, and other areas of equity
and debt financing. Bevilacqua has also advised his clients on mergers, acquisitions and
other business combinations, including “roll up” transactions.

Robert Bollar, General Counsel
SC Fuels, Orange

Robert Bollar has been with SC Fuels for 16 years. Along with his
long-term value to the business, he has also built a list of impressive
recent achievements. Recently, Bollar was a key player in a
transformative acquisition - the largest in company history—where SC
Fuels acquired its largest local competitor, as well as the business in
Arizona, Nevada, New Mexico, Texas and Colorado. In exchange, the
other party swapped business of SC Fuels located in Texas. The
acquisition provided SC Fuels the opportunity to expand and leverage

across west coast operations, optimize process improvements and expand its market
presence. The acquisition of these assets provided the opportunity to add significant long-
term value to SC Fuels and expanded the company’s fuel and lubricant presence in the
southwest. Bollar also recently negotiated a 20-year agreement with the city of Orange,
which received unanimous city council approval in June. In addition to these recent
achievements, based upon his successful 16-year tenure with the company, Bollar recently
was elevated to the position of chief administrative officer and currently leads the Credit
Department, Health and Safety Department, as well as the Legal Department.

Sharon Cheever, Senior Vice President and General Counsel
Pacific Life Insurance, Newport Beach

Sharon Cheever joined Pacific Life in 1986 as assistant vice
president, investment law. In 1992, she was promoted to vice
president and investment counsel. On Jan. 1, 2008, Cheever was
promoted to senior vice president and general counsel and elected to
the board of directors of Pacific Life Insurance Co. During her 28-year
career with Pacific Life, Cheever has been involved in varied aspects
of the company’s business, including acquisitions and dispositions,
securities investments and workouts, strategic initiatives and
investment product implementations. Of particular note, she was
involved in the legal oversight of the formation of PIMCO Advisors LP,
the sale of PIMCO Advisors LP to Allianz, and the acquisition of
Aviation Capital Group, Pacific Life Re and Pacific Global Advisors. Prior to joining Pacific
Life, Cheever served as an associate at the law firm of O’Melveny & Myers from 1982 to
1986.

Peter Ching, General Counsel
Tealium Inc., Santa Ana

Peter Ching is the general counsel of Tealium Inc., and serves as a
member of its senior executive team. Tealium, founded in 2008, is a
Series D funded, venture capital backed developer of enterprise tag
management and digital data distribution solutions. Tealium has
raised over $27 million, and its primary investors include Battery
Ventures, Tenaya Capital and Presidio Ventures. In 2013, Tealium
won recognition as a Red Herring North America Top 100 company,
and was subsequently selected from a field of the top up-and-coming
companies in Europe, Asia and the Americas to be a Red Herring
Global Top 100 winner. More recently, the Digital Analytics Association
recognized Tealium’s AudienceStream™ digital data distribution
platform as its 2014 “New Technology of the Year.” Ching has over 15 years of experience
serving as a legal counsel for technology companies. He previously served as counsel for
IBM’s Enterprise Content Management Group, where he advised senior executives and
multiple internal teams on software/intellectual property licensing, advertising, antitrust,
employment law and a variety of other legal issues. Ching holds a B.A. from the University
of California, Irvine, and a J.D. from Fordham University School of Law.

Jacqueline Collins, Head Global Intellectual Property, 
Vice President, General Counsel
Nobel Biocare USA, Yorba Linda

Nobel Biocare USA LLC is a world leader in the field of innovative
implant-based dental restorations, headquartered in Zurich,
Switzerland and listed on the SIX Swiss Exchange and with U.S.
headquarters in Yorba Linda. Lately, Nobel Biocare has been
challenged by several non-practicing entities (NPEs) requiring
vigorous defense of their right to practice the innovations they have
developed. With Jacqueline Collins’ oversight, Nobel Biocare recently
won summary judgment against a NPE in Federal District Court in
New York. And on a global scale, Collins oversaw the team that
pursued litigation against a NPE in four jurisdictions (Virginia,
Quebec, Germany and Italy), which resulted in settlement after
winning summary judgment in the U.S. case. Building on her 12 years with the company
managing legal operations and litigation, Collins, who maintains offices in Orange County
and Zurich, was recently named head of Global Intellectual Property for Nobel Biocare
worldwide. She maintains that title with her title as general counsel of Nobel Biocare, USA.
Improving on Nobel Biocare’s already robust history of leadership in innovation, the goal of
the combined department is to emphasize a strategic and proactive approach to securing
intellectual property rights and pursue vigorous enforcement and defense of those rights
when needed.

Karen Crawford, Chief Legal Officer
Stearns Lending, Santa Ana

Stearns is celebrating its 25th anniversary this year, and was
founded in 1989 by its current chairman, Glenn Stearns. Currently,
Stearns is the No. 1 Wholesale Residential Lender and a top 20
Residential Lender ranked by total volume in the United States (as
ranked by Inside Mortgage Finance as of Q1 2014). Karen Crawford
joined Stearns in 2012 as chief legal officer with a strong background
in the mortgage business and a passion for growing, successful
companies. She is a key member of the Stearns executive team, and
is instrumental in building and executing strategies that will help the
company grow and meet goals and objectives. Since joining Stearns,
Crawford has built a team of internal legal, compliance and audit specialists who are
necessary to running a mortgage company in a highly regulated environment. In addition,
she has built relationships with outside counsel and industry experts who advise and
counsel executive leadership on a wide range of complex topics. Under her leadership,
Stearns has been audited and reviewed by the Consumer Finance
Protection Bureau, by federal lending agencies, by company and
private investors, and by a large number of state mortgage regulators
with a high degree of success.

Neal Crowley, Chief Legal Officer
Smile Brands Group Inc., Irvine

Neal Crowley has overall responsibility for the Smile Brands Group
Inc.’s legal affairs and activities, including operational support,
corporate governance, risk management, government relations and
corporate compliance. In his first 18 months with the company,
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Crowley rebuilt the company’s Legal Department and infrastructure, pursued an IPO from
initial filing through SEC Clearance, completed two debt refinancing and completed a private
equity buyout transaction. In addition, he also established a government affairs function both
for the company and for the industry’s trade group, the Dental Group Practice Association
(now the Association of Dental Support Organizations. Before joining Smile Brands in July
2009, Crowley served as general counsel for MD Synergy Solutions Inc. Prior to that he was
associate general counsel at Mutual of Omaha Insurance Co., where he served for 11 years
as the lead counsel for Mutual of Omaha’s health care and group benefit operations. Earlier
in his career, Crowley was in private practice, representing health care providers and payers
as a partner of two leading Chicago-based law firms, Ross and Hardies (now McGuire
Woods), and Vedder, Price. He began his career with the law firm Johnson and Bell,
defending doctors and hospitals in medical malpractice lawsuits.

Lance D’Amico, Senior Vice President — Chief Legal Officer and Corporate
Secretary
UTi Worldwide Inc., Long Beach

In 2006, Lance D’Amico accepted the position as UTi Worldwide’s
first general counsel. Since then, his duties have expanded to
include not only managing the company’s Global Legal Department,
but also Corporate Development, Real Estate, Risk Management and
Security. Among his many duties, D’Amico works on board and
governance matters, oversees the company’s SEC filings and
oversees legal matters for the company on a global basis. D’Amico
plays a crucial role as a member of the company’s senior executive
team. Most recently, D’Amico was instrumental in helping to lead the
company through a significant refinancing which included a number
of steps in March 2014, including: a private offering of notes in the
aggregate principal amount of $400 million, a private offering of Convertible Preference
Shares in the aggregate principal amount of $175 million, a new senior secured asset-
based revolving credit facility that provides commitments of $150 million, the repayment of
all of the $200 million aggregate principal amount of the company’s previously outstanding
private placement notes, and the refinancing of indebtedness under certain of the
company’s previously outstanding credit facilities.

Mark Foster, Vice President, General Counsel & Corporate Secretary
Sabal Financial Group LP, Newport Beach

For the past 11 years, Mark Foster has been an active and
dynamic member of Orange County’s community of corporate
counselors. Foster serves as a high-impact general counsel to one
of Orange County’s fastest-growing private companies. After nearly
10 years as regional counsel for East Coast-based firms, Foster
accepted a position as vice president, general counsel and
corporate secretary of Sabal Financial Group where he was tasked
to reinforce and expand the legal infrastructure of a quickly growing
national financial services platform company. Prior to Foster’s
arrival, Sabal Financial Group dealt with both the positive aspects
and the challenges inherent in the firm’s rapid growth in both assets
under management and employee headcount. When Foster was hired in June 2012, he
optimized a consistent system of processes during a burgeoning period of growth,
allowing for record deal-flow to occur. Over the past two years, Foster has also overseen
the addition of 150 employees, three securitizations of assets totaling $850 million, the
addition of multiple new business lines and expansion into European markets. Sabal
currently has over $7.4 billion of assets under management and continues to acquire
assets on a global scale.

Chad Franks, Vice President, General Counsel, Secretary to the Board
Decton Inc., Irvine

In March 2008, Decton’s CEO – who had previously been a client
of Campbell & Franks, Chad Franks’ law firm at the time – read
about the settlement of the Clergy Cases in the L.A. Times and
approached Franks. He asked if Franks would like to be the next
“risk manager” for Decton, a privately held staffing company that
recruits and trains employees to work in client offices as “temps.”
After some review and negotiation, they landed on the title of vice
president, general counsel, secretary. Franks assessed Decton’s
needs and could not believe they had been in business for over six
years with 3,000 employees, yet had no Legal or Human Resources
Department. Currently, Franks oversees a team of over 20 outside
counsels who handle Decton’s litigation matters – everything from employment-related
matters, to collections, to insurance bad faith litigation. Franks also created Decton’s
Human Resources Department and a Mergers & Acquisitions sub-division of the Legal
Department in 2010. This area has kept him the busiest in the last four years. Decton has
grown four times its size — in annual revenues — since he started in 2008, thanks in
large part to both organic sales growth and six acquisitions in which Franks played a
major role.

David Goodwin, Counsel, Government & Military
Oakley Inc., Foothill Ranch

As a major supplier to the United States military, Oakley is
responsible for possessing mastery of the complicated regulations
that pertain to conducting such business with the government. David
Goodwin of Oakley Legal is at the center of making sure that Oakley
is not only in compliance with such regulations, but also an industry
leader and disruptive force. Goodwin has restructured Oakley’s
internal ITAR compliance program on two separate occasions in
response to changes in business models and goals. Additionally,
Goodwin spends significant time traveling the globe to ensure that
the Oakley Military Team’s work in other countries is done in
compliance with the regulations of not only this country, but also
elsewhere. His work with the UK Ministry of Defense illustrates the invaluable nature of
the assistance that he provides. After learning that the UK Ministry of Defense had denied
an RFP, Goodwin immediately took a flight to London, met with the sales team and then
traveled to Hereford to meet with key members of the Ministry of Defense. In doing so, he
was able to persuade Ministry of Defense to alter its procurement procedures by utilizing
his mastery of governing regulations. His work will enable Oakley to more effectively
compete for business.
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Angela Grinstead, Vice President, Associate General Counsel
CoreLogic Inc., Irvine

CoreLogic is a leading property information, analytics and services
provider in the United States and Australia. It was formed in mid-2010,
following a split from what is now First American Financial Corp.
Angela Grinstead began her career with CoreLogic in 2010, only two
months prior to its proposed spin-off from First American Corp. Today,
Grinstead serves as lead in-house counsel for strategic transactions,
including acquisitions, dispositions, minority investments, joint
ventures and joint product development efforts. Grinstead also acts as
lead counsel on all of CoreLogic’s financing transactions, handles all
securities and governance work and, in 2014, added insurance risk
management to her portfolio. In the most recent year, Grinstead
served as both a leader and indispensable member of the team implementing the largest
strategic acquisition in CoreLogic’s history - the $651 million acquisition of Marshall &
Swift/Boeckh (MSB), DataQuick Information Systems (DataQuick) and other assets from
Decision Insight Information Group, a portfolio company owned by an investment fund of
TPG Capital (the “MSB Transaction”). Not only is she described by her colleagues as an
excellent lawyer, she has also taken on a key leadership position within the CoreLogic Legal
Department.

Adam Gromfin, General Counsel
MerchSource, Irvine

Challenged with integrating three entities and facing a lawsuit the
company inherited as part of a merger, Adam Gromfin acts as both a
business and legal advisor to the company. MerchSource markets and
distributes consumer products and gift items to retail stores. Gromfin
joined the company six years ago from Heller Ehrman, where he
practiced as an antitrust litigator and appellate advocate. At that time,
MerchSource’s operations ended at the Pacific Ocean and the
company relied on an intermediary to source the goods in China. Only
three years after joining MerchSource, he led the company through a
very complicated multi-national share-exchange transaction,
combining MerchSource with ThreeSixty Sourcing. The deal closed in
Oct. 2011, two weeks after the birth of his second son. Gromfin has full responsibility over
the company’s legal issues and is an integral part of the executive management team.
Beyond his typical daily GC duties, Gromfin’s responsibilities have spanned from leading
the company through the merger, to producing a number of TV commercials, to quality
control and product development, to business integration. Over the last year, Gromfin was
charged with taking three companies operating as silos and integrating them with the
holding company ThreeSixty Group Ltd.

Steven Hazen, General Counsel
American Handforge, Irvine

Steven Hazen has been in-house general counsel for American Handforge (AHF) for eight
years and has served on the board of directors for the past five years. He has been
instrumental in the legal issues associated with the growth of AHF through acquisition of
other forging companies. His extensive knowledge and experience in the legal community

has enabled AHF to meet the strict guidelines associated with
manufacturing in the United States and internationally. His expertise
and avid voice in government has empowered AHF to adhere to the
ever-changing laws of importing and exporting goods to and from the
United States. Hazen embraces the goal of the CEO, Eric Albert, “To
keep manufacturing and jobs here in the United States.” AHF has over
100 years of cumulative experience in a variety of materials used in
the hand forging industry. Since inception, AHF has continued to grow
year after year even during the slow economy. In 2013, a 20 percent
growth was realized. Forecasting for 2014, projected growth is
estimated at 30 percent over last year. Future growth will be in titanium
and super alloys which AHF is well-positioned and competitive in local forging.

Erin Heller, Assistant General Counsel, Global Labor and Employment
Western Digital Corp., Irvine

Erin Heller has been a member of the Western Digital Corp. team
for seven years. Heller leads a team of lawyers who work directly with
the company’s managers in locations throughout the world on labor
and employment matters. She and her team are sought out for their
counsel and their strategic advice on individual employee matters, as
well as policy matters that affect large numbers of employees at
factories and facilities in the U.S., Europe and Asia. Heller has led
several cross-functional teams at the company, comprised of
representatives of the Human Resources, Finance, Sales,
Engineering and Operations departments to drive policy changes that
have helped protect the company’s interests. She architected and led
the implementation of Western Digital’s global employee dispute resolution program. She is
helping to strengthen the organization’s visa and immigration program to ensure that all
facilities have access to the talent they need to meet their goals. Heller is also an excellent
teacher, and she regularly trains the company’s Human Resources teams throughout the
world on topics of importance to Western Digital’s business, such as conducting effective
investigations, documenting performance problems, communicating effectively with direct
reports and classifying employees correctly.

Elona Kogan, Vice President, Legal Affairs
Avanir Pharmaceuticals, Aliso Viejo

Elona Kogan has overseen Avanir Pharmaceuticals’ legal affairs
since 2011. Kogan’s responsibilities include advising management
and the board of directors on strategic and core legal and business
matters impacting the company ranging from commercial issues,
corporate development activities, regulatory matters, compliance,
enterprise risk management, litigation, corporate governance, SEC
matters and other related issues. The company’s commercial success
has led to a significant increase in the need for legal resources. To
accommodate this tremendous growth, Kogan has delivered on
establishing, developing and managing an in-house legal staff to meet
the company’s needs. In addition, Kogan has been personally
involved in many aspects of the business including: representing the company on highly
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visible and important matters on Capitol Hill with industry-wide impact; negotiating a
successful co-promote agreement with a top 10 pharmaceutical partner for the promotion of
its billion-dollar franchise product, resulting in delivering revenue to the company’s bottom
line; leading a litigation team consisting of outside counsel on public company reporting
issues; and partnering with the CEO and the board in fortifying the organization’s position as
a leading CNS company dedicated to meeting the bio-pharmaceutical needs of patients
around the world.

Christopher Lal, Vice President and General Counsel
Tilly’s, Irvine

Tilly’s is a fast-growing destination specialty retailer of West-Coast-
inspired apparel, footwear and accessories. Over the last few years,
Tilly’s has demonstrated an ability to grow rapidly, increasing net sales
to approximately $500 million, and more than doubling the store count
to 201 stores, encompassing approximately 1.5 million square feet, in
32 states. While working to further the broader corporate goals, the
Legal Department effectively and efficiently delivers legal services
throughout the organization, seeks opportunities to advance the
business, increase profitability and control expenses, and continues to
foster its role as a business partner within the firm. In 2013, the one-
person Legal Department, consisting of Christopher Lal, fulfilled the
various SEC and NYSE reporting and compliance obligations, held the company’s first
public company annual meeting, advised the board and senior management on a range of
issues, managed more than 10 lawsuits against Tilly’s, achieved the company’s corporate
governance objectives, managed its intellectual property portfolio, enforced its IP rights, and
performed enterprise risk assessment and management functions. Lal also negotiated and
completed material handling contract for multi-million dollar build-out of a new 81,000-
square-foot ecommerce fulfillment center in Irvine and oversaw various legal issues in
connection with 28 new store openings in 2013.

Michael Lavin, Executive Vice President and Chief Legal Officer
Consumer Portfolio Services Inc., Irvine

Consumer Portfolio Services (CPS) is an Orange County-based
public finance company. Michael Lavin is part of a small executive
team that accomplished a rare turnaround in an industry that was
decimated by the 2008 recession. Lavin joined CPS in Nov. 2001 at
28 years old, as the company was just emerging from a tough industry
down-cycle. Lavin and CPS have grown together ever since. From
2001 through 2007, CPS rode a wave of financial fortune, acquiring
three competitors, increasing monthly loan originations to over $120
million, and pushing the total managed portfolio to over $2 billion. The
market-value and the stock skyrocketed. In 2009, when Lavin was
offered the position of senior vice president and general counsel,
many viewed this as a dubious offer. CPS had originated only $9 million in auto loans, and
its stock had dropped to .25 cents. Other industry competitors were either absorbed by
bigger companies for pennies on the dollar or simply left the business. Lavin, alongside a
small executive team, worked ceaselessly over the next few years to re-establish CPS. In
2013, CPS employed over 330 people in Orange County and today, the company has

emerged from the financial meltdown as one of the last independent public financing
companies standing.

Jocelyn Leavitt, Executive Vice President, General Counsel and Secretary
Quality Systems Inc., Irvine

Jocelyn Leavitt joined Quality Systems Inc. (QSI) in Dec. 2011. She
joined the company at a time when QSI was newly developing its legal
infrastructure at the corporate level. This was concurrent with the
establishment of a corporate general counsel’s office. Leavitt was part
of this new initiative to bring all legal efforts in house to QSI’s Orange
County headquarters. She was tasked with shaping the department,
and to this end, made significant improvements to QSI’s in-house
capabilities for assessing and acquiring companies; handled SEC
compliance; aided in protecting the company’s intellectual property;
managed litigation; improved corporate governance; and, better
supported finance and human resources initiatives. Leavitt was
appointed Quality Systems Inc. executive vice president, general counsel and secretary in
June 2013, previously serving as its vice president, associate general counsel. As general
counsel, she has transformed many areas within QSI’s Legal Department. Her current
accomplishments include, but are not limited to, insourcing collections efforts; implementing
new methods of securing customer obligations, including promissory notes, personal
guarantees, security agreements and using collection agencies; and improving regulatory
compliance and oversight.

Suzy Lee, Vice President, General Counsel
ITT Cannon LLC, Santa Ana

Suzy Lee is vice president, general counsel of two of the four
business units at ITT Corp. Her two businesses within ITT are ITT
Interconnect Solutions, which manufactures electrical connectors in
Orange County, and ITT Control Technologies, which manufactures
aerospace components in Valencia. The two ITT businesses
combined generate close to $1 billion in revenues a year. She is
responsible for managing all legal issues for the two business units.
During the time that she has held the position of vice president,
general counsel of ITT Interconnect Solutions and ITT Control
Technologies, the stock price of ITT Corp. has gone up from $18 per
share to close to $48 per share. Currently, ITT Interconnect Solutions
is undergoing a business turnaround, and as a key member of the leadership team of ITT
Interconnect Solutions, Lee has been a key contributor to the turnaround of the business.
The successful business turnaround of ITT Interconnect Solutions has been closely followed
by investment analysts. During her tenture at ITT, Lee has led many key business
transactions and projects for the two businesses.

Jason Liljestrom, General Counsel
William Lyon Homes, Newport Beach

Jason Liljestrom joined William Lyon Homes as the company’s first general counsel (and
sole in-house legal professional) in October of last year, but had been working with the
company for the last few years in Latham & Watkins’ Orange County office. In addition to
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serving as lead associate throughout Latham’s initial representation of
the company following its emergence from a pre-packaged bankruptcy
in early 2012, Liljestrom served an integral role in the company’s initial
public offering in May 2013 while at Latham, managed a $100 million
tack-on bond offering, as well as a $150 million bond offering (at 5.75
percent - the lowest rate in the company’s history) after joining the
company in-house — all in a period of less than 24 months. Liljestrom
has also served an integral role advising on strategic growth
opportunities the company has recently undertaken, such as the
pending acquisition of the largest private homebuilder (Polygon
Northwest Homes) in the Pacific Northwest ($520 million) and the
acquisition of an infill land portfolio of 540 lots in prime new home communities in California
for a purchase price of approximately $174 million in March 2014.

Peter Macdonald, General Counsel, Executive Vice President
loanDepot, Foothill Ranch

As a founding member of loanDepot, Peter Macdonald has been an
integral part of building the company to its current size and scope.
Under his leadership, loanDepot became the only company in the
country to obtain mortgage licensing approvals for all 50 states in the
post-2008 regulatory environment, securing over 5,000 individual
licenses for mortgage bankers. He also led legal and compliance
efforts to secure over $500 million in warehouse lines for the company,
negotiating approvals from a complex network of government and
quasi-government bodies, including HUD, Fannie Mae, Freddie Mac
and Ginnie Mae. More recently, Macdonald and his staff oversaw the
2013 acquisition of a 1,000-employee, Arizona-based company,
created an HR platform that now supports 2,800+ employees, and developed the standards
and protocols for a Customer Service Department serving a base of 10,000 clients a month.
With over 17 years of legal experience in the mortgage and financial services industry,
Macdonald ensures that all divisions of the company’s Legal Department adhere to highest
standards of transparency and customer care. In addition to compliance, corporate
governance, licensing, quality assurance/quality control and customer experience,
Macdonald oversees Consumer Financial Protection Bureau (CFPB) readiness, regulatory
compliance, audits and employment-related legal matters.

Stephen Moran, Vice President, Legal Counsel and Assistant Secretary
CalAmp Corp., Irvine

Over the past 18 years, Stephen Moran has served as the general
counsel for seven global technology companies — six of those in
Orange County and three of them NASDAQ companies — in five
industries, ranging in annual revenues from $236 million to $1 billion.
He has earned a reputation for successfully and ethically advancing
and protecting the legal and business interests of his companies. While
serving as the general counsel for Masimo Corp. (NASDAQ: MASI),
Intersil Corp. (NASDAQ: ISIL), and Toshiba America Business
Solutions Inc., he simultaneously served as the vice president of
Human Resources. Moran has been an in-house attorney in Orange
County for over 17 years. He has extensive hands-on deal expertise in
negotiating, structuring, performing due-diligence and drafting the documentation for
mergers, acquisitions, integrations, divestitures and JVs. Over his career to date, he has
achieved a cumulative $5.3 billion in deal value. Moran also has extensive experience
advising companies in establishing, extending and maintaining their global footprints and
ensuring legal compliance in each country where business is transacted. He was lead in-
house counsel in acquiring a company in the Netherlands, divesting a business in Malaysia,
and acquiring the international business of a public company spread across six Latin
American countries.

Shawn Murphy, Vice President - General Counsel and Corporate Secretary
Mazda Motor of America Inc., Irvine

Shawn Murphy started at Mazda in Dec. 2007, on the eve of an
historic time for the automobile industry and Mazda in particular. The
recession in 2008 hit the automobile industry hard. Under Murphy’s
leadership, the legal, government affairs and audit functions for
Mazda’s U.S. operations delivered consistent and extraordinary
results. Even as Murphy managed to reduce spend on his department
by 30 percent from 2007 through 2013, his team has continued to
confront an increasingly complex business and regulatory environment
across an array of disciplines. His team must address evolving fuel
emission standards, rapidly changing financial regulations, ever-
changing safety standards and dealer/franchise laws in all 50 states,
continually evolving engine and automobile technology, and the incorporation of
communications technology, which is transforming the automobile into a personal
communications device. Murphy is particularly proud of the role his team plays at Mazda in
supporting the development of fuel-efficient technologies. Mazda has been at the forefront of
developing changes to the fuel combustion technology as a highly fuel efficient alternative to
electrification. To date, Mazda’s alternative combustion products have been extremely well-
received by consumers, media and auto enthusiasts to the point that in 2013, Mazda had its
most profitable year in its 70-year history.

Aishwarya Naidu, Corporate Counsel
Boneo Canine Health/Bio-Rep Network/Media, Yorba Linda

Aishwarya Naidu serves as legal counsel for two companies, Bio-
Rep Media, a publishing and media company; and Bio-Rep Network, a
consumer and animal health company. At Bio-Rep Media, Naidu is
responsible for negotiating all purchase and distribution contracts,
advising the executive management on statements to the press, and
overseeing copyright matters for books and media. In 2013, the
company published its second major scientific textbook, REDOX LIFE.
Naidu spent two months negotiating and drafting an international
purchase and distribution contract worth over $450,000 for the title,
the most profitable contract in Bio-Rep Media’s history. Along with the
successful negotiation, she developed and implemented a complex international distribution
strategy that made Bio-Rep Media’s books available in 65 countries. As regulatory counsel
for Bio-Rep Network, Naidu is responsible for managing the company’s IP portfolio and
advising the company on the application of dietary supplement regulations. Over the past
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year, she has drafted regulatory reviews for marketing materials and sales presentations
associated with the launch of four new products and reviewed substantiation for health
claims. Particularly with the launch of Boneo Canine, the company’s first animal health
product, Naidu was responsible for reviewing all marketing and label copy for compliance
with applicable laws.

Keith Newburry, Vice President, Chief Intellectual Property Counsel
Edwards Lifesciences, Irvine

Since joining Edwards Lifesciences in 2007, Keith Newburry has led
the creation and global enforcement of an Edwards transcatheter
valve patent portfolio against a major competitor. This involved
multiple patents and lawsuits and over 20 different law firms in many
countries, and an effective, experienced in-house staff that functions
as its own IP law firm. The transcatheter heart valve technology has
transformed the business of Edwards. In 2010, Newburry’s team
obtained a $74 million willful infringement verdict. Then, following on
the heels of obtaining a $80+ million patent damages payment in favor
of Edwards in 2013, Newburry’s team obtained another willful
infringement verdict in Jan. 2014 against the same competitor in the
amount of $394 million, followed by the grant of an injunction against the sale of the
competitor’s heart valve in April 2014. The verdict stands as the largest IP verdict in 2014.
Shortly thereafter, the entire global dispute was settled in Edwards’ favor at values reported
in the media of over $1 billion, ranking amongst the largest such settlements in U.S. history.
In addition to these major accomplishments, during this huge enforcement effort, Newburry
successfully defended the key transcatheter valve business against lawsuits brought by
another company in Europe that could have crippled Edwards’ business.

Derrick Nguyen, General Counsel
Advance Beauty College, Garden Grove

Derrick H. Nguyen serves as general counsel for many small and
medium enterprises in Orange County (such as Advance Beauty
College, Apex Escrow Inc., Little Saigon Radio, NRG Power Inc., and
VCB Inc.,). He is a board member of many nonprofit organizations
and a legal advisor to many community associations. He was a past
president of the Vietnamese American Bar Association of Southern
California. He is an advisor to the Vietnamese American Chamber of
Commerce in Orange County, and the International Program of the
University of Extended Education, California State University at
Fullerton. He organizes many technical assistance conferences in the
community and speaks at universities and conferences in the U.S. and abroad. In 2004,
Nguyen was appointed by President George W. Bush to the President’s Advisory
Commission on Asian Americans and Pacific Islanders. In 2010, he was chosen Business –
Person of the Year by the Vietnamese American Chamber of Commerce in Orange County.
In 2013, he received the International Leadership Foundation’s Leadership Award. He has
also been recognized numerous times by the U.S. Congress, the California Legislature and
many municipalities, as well as community organizations. Nguyen received his BA in English
from UCLA in 1987 and JD from USC in 1991.

Guthrie Paterson, General Counsel
Trace3, Irvine

Guthrie Paterson serves as general counsel for Trace3, a leading
business transformation partner which empowers Fortune 1000
companies to leverage innovative technologies and organizational
health solutions. Paterson is in charge of all legal matters for Trace3,
in addition to in-depth operational and corporate development efforts.
In this role, he has helped to scale a rapidly growing organization
from 2010 revenue of $110+ million and 100+ employees to 2013
revenue of $420+ million and 300+ employees. Paterson provides
actionable business-oriented advice to Trace3’s executive team and
business unit leaders – accelerating growth while simultaneously
reducing the company’s overall risk profile. Previously, he served as
general counsel for Comtex News Network, a leading provider of online real-time news and
finance content solutions. Prior to Comtex, Paterson was a senior M&A attorney in the New
York and Los Angeles offices of Jones Day, an international law firm. Paterson received his
bachelor’s degree from Duke University, and his JD from Southern Methodist University’s
Dedman School of Law.

Roland Rapp, Executive Vice President, General Counsel 
and Chief Administrative Officer
Skilled Healthcare Group, Foothill Ranch

Roland Rapp joined Skilled Healthcare Group when it was in
bankruptcy in 2002. The bankruptcy arose due to a variety economic
and business factors, but initiated from an adverse jury verdict in a
lawsuit against the company with disputed insurance coverage, along
with more than 100 other lawsuits, and particularly several involving
government agencies and officials. Rapp was instrumental in resolving
the insurance coverage favorably, and thereby the underlying lawsuit
that put the company in bankruptcy. He also resolved each of the
government lawsuits favorable to the company and reorganized and
refinanced the company such that it paid off all creditors in full plus
interest while maintaining the equity in place. In 2005, the company
sold to Onex Corp., and in 2007 went public. During the course of his tenure, Rapp
managed several re-capitalizations of the company and recently secured HUD insured long-
term fixed rate financing for a significant portion of its asset base. Rapp has more than 28
years of experience in the healthcare and legal sectors.

Donald Royer, Senior Executive Vice President, General Counsel
Opus Bank, Irvine

Donald Royer’s involvement with Opus Bank began in Sept. 2008,
when a handful of banking veterans first came together to begin the
process of raising capital for the purpose of acquiring Redondo
Beach-based Bay Cities National Bank. These individuals formed
what has become the core of Opus Bank’s senior executive team.
Royer and the other members of the senior team successfully
completed the capital raise on Sept. 30, 2010, infusing $460 million of
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capital into Bay Cities. The additional capital also supported two subsequent acquisitions:
the June 2011 acquisition of Cascade Bank, with $1.5 billion in total assets and
headquartered in Everett, Washington, and the Oct. 2011 acquisition of Fullerton
Community Bank with $681 million in total assets. Royer has been instrumental in the
bank’s success, as it has grown from five banking offices in the South Bay area of Los
Angeles County with $275 million in total assets to over 60 banking offices up and down the
West Coast with over $4.0 billion of total assets. The pace of growth has established Opus
as the fastest-growing bank in the Western region and largest bank headquartered in
Orange County. In June 2013, Royer was promoted to senior executive vice president in
recognition of his consistent leadership.

Jamie Salimi, Corporate Counsel
Trace3, Irvine

Jamie Salimi serves as corporate counsel for Trace3, a leading
value-added reseller of IT hardware and software equipment and
technology consultancy based in Southern California, with offices
throughout the Western United States. Salimi manages Trace3’s
commercial contracts with clients and partners. She also assists
Trace3’s general counsel in all other legal matters, including
corporate, real estate, litigation, human resource and risk
management. In these roles, she helps to scale and support a rapidly
growing organization with 2013 revenue of $418+ million and 300+
employees. Salimi is a key member of the legal team, providing
business-oriented advice to Trace3’s management and business lines, empowering such
groups while simultaneously reducing the company’s overall risk profile. Previously, Salimi
was a corporate attorney in the Los Angeles office of Richardson and Patel LLP, a national
law firm. She received her bachelor’s degree from UCLA, and her JD from Pepperdine
University. Salimi also regularly mentors young lawyers, law students from Pepperdine and
other local law schools, and local students interested in the pursuit of a legal education.
Additionally, she provides legal services on a pro bono basis to low-income small business
owners and start-up entrepreneurs.

Bill Scarff, Vice President, Associate General Counsel and Chief Litigation Counsel
Allergan Inc., Irvine

Bill Scarff has been at the forefront of some of the most critical
projects at Allergan. For example, he led the effort to challenge
another organization that had hired away a significant number of
Allergan employees and unfairly taken proprietary Allergan
information. Scarff led a cross-functional team through litigation that
ended with the court enjoining the other company’s product launch for
nine months. This extraordinary result was a testament to the
credibility that the Scarff-led team was able to engender with the court,
and the composure he maintained in the face of the deceptions and

provocations of his opponents. Similarly, he has been at the forefront of Allergan’s efforts to
protect consumers from counterfeit products and potentially unsafe products that are
diverted from their intended destinations. Here, his creative and disciplined approach has
led to successful efforts to protect patents from the counterfeits and diverted product. Along
with Deb Condino, Allergan’s chief patent counsel, Scarff has had an almost perfect record
in defending exclusivity for Allergan. These victories have translated in to hundreds of
millions of dollars of revenues, which lead to thousands of jobs and research into the next
generation of life-enhancing and life-saving products.

Mathieu Streiff, Founding Principal, General Counsel
American Healthcare Investors, Irvine

American Healthcare Investors was founded by Mathieu Streiff and
his two business partners to serve as the sponsor and manager of
healthcare-related real estate investment programs, including Griffin-
American Healthcare REIT II and Griffin-American Healthcare REIT III
— Streiff serves as general counsel for all three companies. Griffin-
American Healthcare REIT II (GA II), which is externally managed by
American Healthcare Investors and currently owns a diverse portfolio
of healthcare real estate assets across the U.S. and United Kingdom,
is one of Orange County’s largest public companies. Streiff has played
an integral role in the establishment and growth of GA II, serving not
only as general counsel, but also as a principal executive involved in all aspects of American
Healthcare Investors’ management and oversight. From three employees on Jan. 1, 2012,
American Healthcare Investors has grown to nearly 60 employees managing approximately
$3 billion of assets on behalf of more than 70,000 individual investors. A keen example of
Streiff’s multi-layered role was the Sept. 2013 acquisition of a premier portfolio of senior
housing facilities in the UK. The $472 million deal was a transformative event for American
Healthcare Investors and the Griffin-American Healthcare REIT II portfolio.

Rouz Tabaddor, Vice President and Chief IP Counsel
CoreLogic Inc., Irvine

Rouz Tabaddor is a licensed patent attorney with over 15 years of
significant intellectual property experience in government, private
practice and with a major OC technology company. Tabaddor was
responsible for starting the IP program for The First American Corp.
and continues to head CoreLogic’s IP program after First American
Financial spun off in 2010. In his current role, Tabaddor’s
responsibilities include monitoring the IP portfolio, managing all IP
litigation, managing the external auditing program and assisting with IP
review in the company’s M&A. During Tabaddor’s tenure, CoreLogic’s
patent portfolio has grown to 50 issued U.S. patents and over 60
pending U.S. patent applications. The company has generated over $
22 million in revenue from monetization of its IP portfolio. Furthermore, CoreLogic has been
aggressive in defending against infringement claims. Tabaddor has single-handedly
elevated the awareness and prominence of IP in the company’s overall business strategy.
Tabaddor has also instituted the company’s first auditing program to ensure compliance with
CoreLogic’s various licensing agreements. Not only is Tabaddor actively involved in
promoting innovation at CoreLogic, but he is also an inventor on a number of patent
applications related to the organization’s technology.

Aimee Weisner, Corporate Vice President, General Counsel
Edwards Lifesciences, Irvine

Aimee Weisner joined Edwards Lifesciences in 2011, and in a short
time has made significant and meaningful contributions to the
company, its culture and its employees. A veteran of the medical
device industry, upon arriving at Edwards, she immediately grasped
the significance of the many FCPA and other investigations being
conducted by the U.S. government, and understood that the focus on
compliance was growing. In response, she promptly adopted an
industry leadership position and established a Compliance Department
at Edwards that was independent of the company’s Legal Department.
She has been able to recruit top talent to the Compliance Department
that now has 16 people globally, setting an example of best practices
for others within the industry. Aside from enhancing, and in some cases remaking, Edwards’
internal legal and compliance operations, Weisner has seen tremendous success this past
year in her role overseeing and resolving significant litigation for the company. In May 2014,
Weisner’s leadership helped secure a $1 billion settlement of a long-running, international
intellectual property dispute with a much larger competitor related to transcatheter heart
valve technology — the core of Edwards future growth. Edwards Lifesciences provides
products and technologies to treat structural heart disease and critically ill patients
worldwide.

Zachary Zaharek, Vice President, Senior Operations Counsel
First American Financial Corp., Santa Ana

Zachary Zaharek currently is the vice president, senior corporate
counsel of First American Financial Corp. Zaharek also created and is
division counsel to First American India Legal Department, with
attorneys in Bangalore, India. Zaharek co-founded and was the first
chairperson of First Americanʼs Diversity Advisory Council, which
promotes diversity in the workplace. Zaharek has held a variety of in-
house counsel positions, including general counsel of a subprime
mortgage company, corporate counsel at Downey Savings and Loan,
and corporate counsel at Procter & Gamble. Prior to entering the
corporate world, Zaharek was in private practice representing
mortgage lender creditors in bankruptcy proceedings. Currently,
Zaharek is an instructor in the Paralegal Certificate Program at UC Irvine Extension and in
2006, won the Distinguished Instructor of the Year award. Zaharek also speaks regularly
before the Orange County Paralegal Association. Zaharek holds his B.S. from Santa Clara
University and his J.D. from Santa Clara University School of Law.
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