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19 A. The Attorney General of the State of California

20 | ("AG") has filed an action number BC 041349 in the Los Angeles
21 | Superior Court naming the Hollywood Chamber of Commerce (The

22 || "HCOC"), Edward Lewis, William Welch, and Larry Kaplan, as

23 | defendants. §Said action is hereinafter referred to as the

24 || "Action”. A copy is attached hereto as Attachment A.

o 1} B. The City of Los Angeles (the “City”) has moved to
26 || intervene in the Action and has claimed an iﬁterest in the

27 || various registered trademarks the HCOC holds and has claimed the
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| "Sign”) and the Hollywood Walk of Fame (the "WOF") (hereinafter

i’:
|

?r

| deny the claims made by the AG and the City.

| Action and the City’s claims and therefore enter:into this

|
i
!
|
i

right to obtain trademarks on the landmark Hollywood Sign (the

referred to as the "City’s claims”).

C. There exist two trusts created by the HCOC which
are known as the Hollywood Sign Trust ("HST”) and Walk of Fame or
Eistoric ("WOFT") Trust established by Declarations of Trust
executed in 1978 and 1979, respectively. The HCOC is currently

the Trustee for both Trusts.

D. The HCOC and the individual defendants vigorously

E. The Attorney General, City and HCOC, in the best
interests of the citizens of California and the residents of the
City
xtedex of Los Angeles and of Hollywood, desire to settle the

Settlement Agreement.

F. The Attorney General, City, HCOC and the individual
defendants, Edward Lewis, William Welch and Larry Kaplan agree
that a Stipulated Judgment in accord with the provisions of this

agreement and in the form attached hereto as Attachment B may be

entered by the court without further notice.
TERMS
It is hereby agreed by and between the parties to this
hgreement as follows:
1) There currently exist two charitable trusts known
respectively as the Hollywood Sign Trust (“HST") and the Walk Of
Fame {or Historic) Trust ("WOFT"). The Hollywood Chamber of

Commerce (“HCOC”) is currently the trustee for both the HST and




WOFT. The HCOC hereby represents and warrants that as of January

31, 1992, the HST has a fund balance of $189,647 and the WOFT has

w M =

a fund balance of $156,178. The HCOC shall unconditionally and

irrevocably resign as trustee of both the HST and the WOFT

5 |effective on or before ;y 1992.

2) There shall be no disbursements from, nor any

expenses or liabilities incurred by, the HST or WOFT from
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judgment to be entered herein.

3) HCOC shall pay to the HST and the WOFT in new

monies, the principal sum of $224,464, payable $161,883.50 to the

HST and $62,580.50 to the WOFT on the following terms and

conditions:

a) $224,464 to be paid in full over 10 years
commencing on December 31, 1992, in equal annual
installments of $22,446.40 in principal payments plus
interest on the total unpaid balance at 9% per year simple
interest. Seventy-two percent (72%) of each payment of
principal and interest shall be made to the HST and twenty-
eight percent (28%) shall be made to WOFT.

b) The payments provided in paragraph 3a herein
represent a minimum payment. HCOC may prepay any amount
against principal at any time. In the event the HCOC pays
more than regquired to make an annual minimum payment, it
may, at HCOC's discretion, be credited with earlier

prepayments for the purpose of calculating its current
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year's requirement under the ten-year payment schedule; if

so, the HCOC is not in default on the minimum payment

schedule.

c) The portion of the $224,464.00 plus interest which
is allocated to the WOFT will be used exclusively for the
repair, maintenance, refurbishment, and capital improvements
to the Walk of Fame and not for the Hollywood Museum.

d) The portion of the §224,464 plus interest which is

allocated to the HST will be used exclusively for the

repair, maintenance, refurbishment and capital improvements

to the Hollywood Sign or related thereto.

4) Until all monies payable pursuant to paragraph 3
| herein are paid in full, HCOC shall pay over to the HST and WOFT
all (100%) of the net revenues obtained from all of the trade and
]service marks (hereinafter collectively “marks”) related to the
Hollywood Sign and/or Walk of Fame. To the extent said net
revenues exceed the minimum payment specified in Paragraph 3

annual

herein for any gmsrxkerx¥y period, HCOC shall account for and pay
over to the HST and WOFT, all such excess revenue within 180 days
of the date on which the ;;;;;ézkg payment was made. Any such
payment in excess of net revenue shall be allocated first to any
past due accrued interest, if any, and thereafter treated as a
reduction in the principal amount owed under Paragraph 3 herein.
In addition, until all monies pursuant to Paragraph 3 herein are
paid in full, ECOC pledges, and HST and WOFT shall have a lien

against, all (100%) of the net revenues from any and all marks

related to the Hollywood Sign and/or the Wwalk of Fame, including
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all marks cﬁrrently'held and any that may be obtained, registered
| or otherwise acquired by the HCOC in the future.

a) "“Net revenue” shall mean the revenue received by
the HCOC from the marks oxxth=rRORxan¥yxSigxr less any
commissions, expenses or fees paid for the marketing and
policing of the tEademarks whether performed by an outside
agent or by the Chamber, less any taxes that must be paid
against said revenues and less any accounting and/or legal

fees incurred in registering, protecting, administering or

defending said vradEmarks whether provided by outside

services or by the Chamber internally.

b) Any dispute arising out of this paragraph,
including but not limited to what constitutes net revenue,
shall be finally settled pursuant to arbitration under the
commercial arbitration rules ¢f the American Arbitration
Association before a single arbitrator, who shall be a
Certified Public Accountant, in Los.ﬁngeles.

5) The resignation of the HCOC as trustee of both the

HST and WOFT shall be effective and the trust terms

for each trust (paragraph 7 of the HST instrument and paragraph 7

of the WOFT instrument) shall be modified to read in part as

Ffollows:

| This trust shall have nine trustees to be appointed as
| follows:

| l) Two trustees shall be appointed by the City of Los
Angeles. The city appointed trustees are full voting

trustees and each shall be either an elected/appointed

| Cos. oppink < ¢
| |
| .
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official or City employee. The city trustees shall serve an
indefinite term at the sole discretion of the City of Los
Angeles.

2) Seven trustees shall be individuals appointed by
the HCOC. No more than four of the HCOC appointees may
serve concurrently (or have served in the past 5 years) as
an officer, director, or employee of the HCOC. All seven

initial appointments by the HCOC shall be nominated on or

before 1992 and shall be approved by the court

prior to serving as trustees. The seven HCOC appointees
shall serve staggered terms, i.e., two for one year, three
for two years and two for three years. The trust shall
operate as an independent entity (excepting the HCOC's
appoiétment authority) and in any and all transactions
involving the HCOC, any trustee who is serving concurrently
or has served as an HCOC Director, Officer or employee
within the last 5 years shall recuse himself or herself from
voting along with the other trustees concerning that
transaction. After the initial terms of office are
completed in their entireties, appointees for new terms
shall not require court approval.
6) The HCOC will submit to the Internal Revenue
Service any materials regarding the changes in the trusts as set
forth above that it may be required to submit by law. All
parties hereto agree to cooperate to obtain any approval by the
Internal Revenue Service or any other agency or authority to the

extent any such approval may be reguired by law.
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7) The Attorney General and the City of Los Angeles do

not and shall not challenge the Chamber’s exclusive rights to the

| trade and service marks which the HCOC holds or those which it
may create in the future which incorporate the likeness of the
| Sign oxr Walk or any of their features. The ECOC agrees that it
iwill waive all~royalti35 with respect to the City’'s use, without
further notice to the HCOC, of the i?igﬁigsxuxx:haxaxgnxannxa:
ENEHOR provided that: (a) said use is solely by the City of Los

2ngeles for governmental, non-commercial, purposes, and (b) said

use does neot include any co-use or promotion by anyone other than

i

the City. In consideration thereof, the HCOC agrees that after

full payment of the $224,464.00 plus interest (upon the terms

described in paragraph 3 above), the HCOC will pay thirty percent

' {30%) of the net revenue received from the marks on the following
terms and conditions:
a) The base amount of money held by the HST shall be
$150,000;: the base amount of money held by the WOFT shall be.
'f $lGO£DDU.. The base amount is to be ;alculated on December

31 of each year.

b} 1If, on December 31 of any year, the money held by
one of or both of the trusts is below the base amount, the
HCOC will pay 30% of the net revenue received'frum the marks
’, in the succeeding l2-month period to one or both the trusts

until each trust reaches the base amount. The 30 percent of

net revenue shall be paid in equal amounts to each trust

until said trust(s) reaches the base amount. Thereafter,

P e ———————ey

the HCOC is not obliged to make further payments to the
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trusts from mark revenues until the trust revenue falls
below the base amount which will be determined on December
31 of any succeeding year. The trusts will make available
to the HCOC adequate financial and accounting documents to
determine when base amounts have been achieved in each
trust.

c) If the base amount in the trusts is such that the
HCOC islnot obliged to pay 30% of the net revenue received
from the marks into the trusts, the HCOC may dispose of that
30% in any manner consistent with its charter, but may not
use that 30% for routine gerexgi HCOC general administrative
expenses, celebrating parties, or bonuses.

dy If, on any given year, followiﬁg the year in which
full payment of the $224,464.00 plus accrued interest is
made, the HCOC is not obliged to make the 30% payment
referred to in paragraph (b) herein, and the net revenue
generated by the marks exceeds $100,000.00, the HCOC will
pay 10 percent of the net revenues over $100,000.00 for that
year to the trusts; 5 percent to each trust. For the
purposes of this paragraph, the net annual revénue received
from the marks will be determined on December 31 of each
year.

e) Other than as provided in this paragraph 7 and
paragraph 4 above, the HCOC is free to develop, register,
generate revenues from and expend revenues from marks which
incorporate the likeness of the Sign or Walk or any of their

features.

]
L)
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f) The trusts shall be empowered to decline to accept |
any payments that would jeopardize their tax exempt status.

8) The City and Attorney General will, and do by this
Settlement Agreement, release the HCOC and the trusts, and all
individuals serving or who have served on the HCOC Board of
Directors and on the trusts, from any and all claims alleged in
or concerning the Action or the right to register and hold trade
or service marks which incorporate the likeness of the Sign or
Walk or any of their features, or to receive revenues therefrom,
to and including the date and execution of this Agreement. The

HCOC will consent to the City intervening into the Action for the

ﬂpurpcse of participating in this Settlement Agreement only.

9) In the event that either the HST oxr WOFT is
dissolved in the future, all monies held by the dissolved trust,
except those funds in the museum account of the WOFT, shall be
transferred to the City of Los Angeles to be held in an express
trust for the exact same purposes as the funds are currently held

by the current trust.
by the HCOC
10) All revenues received /from person or entities in
connection with the use of the Sign or WOF or the likeness of
either in television or film shall be treated as mark revenues

and subject to the provisions of this Agreement.

11) This action is dismissed with prejudice as to

i defendants Lewis, Welch and Kaplan. Each party to bear

his/her/its own costs and attorneys’ fees.
12) This Settlement Agreement shall be governed by the

laws of the State of California and shall be subject to the
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| jurisdiction of the Courts of the State of California.

13) The parties to this Settlement Agreement agree
t+hat this Settlement Agreement is fully integrated, represents
the entire understanding of these parties, and that there are no
other agreements, representations, promises O negotiations which

have not been expressly embodied herein.

14) This Settlement Agreement may be executed in one

or more counterparts, each of which shall be deemed an original,

' but all of which shall constitute one aﬂf ; ame instrument.

. i
DATED: d/frf) /ch\ --
on™i f of_ the Hollywood

Chamber

on beg/al{f::eg Daniel E.

DATED: % / ‘5;/?’7-

Lungrgn; Attorney General of
the ate of California

DATED: ] !rt !Ll.-- Q,‘/ﬁ_ﬁm

ohalf of the City cf Los
Angdles

DATED : _Z//@f/??, f V-/ﬂ-‘:ﬂffr
DATED: /j) \lH \R Ol g\ -

DATED: ?/’ﬁ/"?’?’ % Mﬂ/
4 P JILT 2
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455 Golden Gate Avenue, Suite 6200

LTelenhcne:

i DANIEL E. LUNGREN,
| General of the State of California,

| obtain, hold or control property in trust for charitable and
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DANIEL E. LUNGREN, Attorney General
of the State of California

JAMES R. SCHWARTZ, (Bar No. 5152?}

PATRICIA BAREOSR, (Bar No. 125B65)

Deputy Attorneys General

ATTC

San Francisco, California 94102-3658
(415) 703-1664 CLER}{
Attorneys for Plalntlff Attorney General,

State of California

SUPERIOR COURT OF THE STATE OF CALIFORNIA

FOR THE COUNTY OF LOS ANGELES

as Attorney Case No.

BC0413.
COMPLATINT FOR 4
RESTITUTION,

DRMAGES, IMPOSITION
OF A CONESTRUCTIVE
TRUST, 2ND FOR OTHER
DECLARRTORY AND
INJUNCTIVE RELIEF

Plaintiff,
it

HOLLYWOOD CHAMBER QOF COMMERCE, a
Californiaz mutuzl benefit corpeoration,
EDWARD LEWIS, WILLIAM WELCH,

LARRY FAPLAN, and DOES 1-20,

Cease assignad to
Judge Williams, E.(

v, Defendants.

e Tt o e o R Tt B b T R M e T

Daniel E. Lungren, Attorney General of the State of
California, files this complaint as Attorney General and alleges
as follows: ‘

PRELTMINARY STATEMENT

L Daniel E. Lungren is tha‘duly constituted Attorney
General of the State of Californja and as such is charged with
the general supervision of all organizations and: individuals .who

eleemosynary’ purposes in this state. Under the common law and

9
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statute, the Attorney General represents charitable beneficiéries
and exercises trust enforcement supervision over trustees and
fiduciaries who hold or control property in trust for charitable -
or eleemosynary purposes. |

| 25 At all times materizl herein, defendants, and each
of them, have transacted business within the County cf Los
Angeles and elsewhere within the State of Californmia. The
| violations of law hereinafter described have been carried out
within szid County and elsewhere within the State of California.
The actions of defendants and each of them, jointly and
severally, as set out below, are in wviolation of the laws and
public policy of the State of California and aré‘inimical to the
rights and interests of the general public as beneficiaries of
charity.

3. Defendant Hollywood Chember of Commerce

(hereinafter, "Chamber”) is a California neonprofit mutual benefit

corporation incorporated on September 17, 1823, and is registered

with the California Secretary of State. Defendant Chamber’s

principal place of business has been in Los Angeles County at all

times-relevant to this matter. Plaintiff is informed and

believes that the Chamber has exercised control over assets
!imﬁressed with a charitable trust as scle trustee of the

Hollywood Sign Trust and the Eellywood Historic Trust,

(hereinafter, *Sign Trust” and “Historic Trust®) both charitable,
tax Exeapt trusts, registered with the Regiﬁtry for Charitable
Trusts for public and eleemosynary purposes.

¥
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4. Defendant William'ﬁelch (hereinafter, "Welch")
during the years of 1978 thrcugﬁ 1988, was president and director
of the Eollywood Chamber of Commerce, and has exercised control

i

| over the assets and operations of the Sign Trust and the Historic

Trust. 2All of the actions of defendant Welich, alleged herein
occurred with the State of Califormia.

3. befendant Edward Lewls (hereinafter, fLewis;)'was
during the years of 1985 through the present, a director and /or

employee of .the Hollywood Chamber of Commerce and exercised

control over the assets of the Sign Trust and the Historic Trust,

Ir-ﬁ"t

ncluding manacement of the Chamber’s licensing program. 2All the

actions of Lewis, alleged herein occurred within the State of

|
|Callforn;a
l 6. Defendant Lewrence Faplan (hereinafter, "Kaplan")
i

wes during the years 1285 through June 1%921, president and
director of the Hollywood Chamber of Commerce, and exercised

control over the assets and cperation -of the Hollywood Sign Trust

and the Historic Trust. 2All the actions of defendant EKaplan,

alleged herein occurred within the State of California.

T DOES 1 through 20 are the fictitious names of
defendants who have acted as directors, officers, trustees,

agents or employees of the Hollywood Chamber of Commerce and/or

participated or acted in concert with one or more of the ;
defendarnts, or who have acted on behalf of or as agent, servant
or employee of one or more of the defendants herein, but whose

$the Eollywood Sign Trust and the Historic Trust or who have
gtrue nanes and capacities, whether individual, corporate or
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otherwise, are presently unknown to plaintiff. Plaintiff is
informed and believes that defendants DOEZ 1 through DOE 20 have
direcﬁly'a: indirectly participated in and are responsible for
the acts and omissions which are more spécifically described
herein. Because plaintiff is presently uniformed as to the true
names ;nd capacities of these defendants, he sues them herein by
fictitious names but will. seek lea;a tc amend hig'cnmplaint when
their trué names are discovered.
FIRST CAUSE OF ACTION
(FPor Breach Of Charitable Trust)

8. Plaintiff realleges and incorporates by reference
each and every allegation in paragraphs 1 through ?} above.

g, Plaintiff is informed and believes that in 1978,

the Hollywood Sign, a local landmark in the City of Los Angeles,

i was in need of repair and restoration. The defendant Chamber in

cooperation with city officials and local businesses set about to

raise funds to repair the sign. Following the initial

restoration, the Chamber established a charitable trust with the

remaining funds known as the Hollywood Sign Trust, with itself as

the sole trustee. The purposes of the Sign Trust are as follows:

*This HOLLYWOOD SIGN TRUST is formed with the express

purpose of repairing, refurbishing and maintaining the
HOLLYWOOD SIGN for the benefit of the public at large, and to
preserve and maintazin Hollywood as the Worldwide Center of
the Motion Pictures and Cinema Arts”.

The property on which the Hollywood Sign is situated, and the

sign itself, is the property of the City of Los Angeles under the
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control of the Board of Commissioners for the Department of
Recreation and Parks.

i

10. Plaintiff is informed and believes that prior to

establishing the Sign Trust, the Chamber established another

| charitable a t t H
 tax exempt trust, known as the Eollywood Historic

o o b W N

Trust ?n or about February 28, 1975. The original purposes of

w

| the Historic Trust were to establish and maintain a museum

portraying the history of the entertainment industry in Bollywood

5|

and Los REngeles. 1In 1980, the Chamber amended the trust’s

10 || purposes to include projects highlighting the "Walk of Fame”.

The property on which the brass stars of the Welk of Fame are

| situated, is the property of the City of Los Angeles.
!

l 11 - The Historic Trust and the Sign Trust both hold

14 |l all of their assets in trust for charitable or public purposes.

35 \Defendant Chamber is, and has been at a1l times relevant to this

1

L]

action, the so0le trusies of both the Histoxic Trust and the Sign

Trust.
12, Plaintiff is informed and believes that commencing

' on or about January 1, 1978, and continuing through 1389, the

‘ ! ] ] I the Sign
kdefendant Chamber misapproprizated charitable assets from the Sigm
mrust in the form of anlawful loans to itself in breach of trust
and in violation of Probate Codes, sections 16002 [formerly Code
of Civil Procedure, section 2228}, lEﬂDS_and the express
conditions of the Sign mrust which state in paragraph 13:

®, ., . NO pOWEers enumerated he;ein (Sign Trust] or

accorded to trustees generally pursuant to law shall be

construed TO enable the Truster . - - +o borrow all_o:
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part of the principal or income of the trust directly

- or indirectly without adeguate interest or security.”

f 13. The Chamber's.misappropriation of charitable

assets in the form of unlawfurl lecans is a breach of trust and

| violation of Probate Code sections 16002 and 16004. In 1589, the

==

: Chamber repaid the. principal of said lcans, but refused on that

date and continues to refuse to pay the proper interest on said

| loans as reguired under the express conditions of the Sign Trust,

T T —

i resulting in a loss to the Sign Trust of at least $98,000.

14. The Attorney General, exercising due diligence,

Fop——

'was unaware of sufficient facts of the allegations contained
‘herein so &s to becomes aware of their detrimental effects on the
!trust beneficiaries, i.e., the public, until July, 1SE8§.

Commancing in 1989, the Attorney General conducted an

Iinvestigation into this matter which provided the facts upon
Ewhi#h the complaint herein is based. _

i 15. During the period 1972 through the present, the
defendant Chamber, as trustee of the two charitable trusts herein |
noted, was regquired to, and did register with the California
Ragistry‘of Charitable Trusts and file annual financial reporting
forms with that Registry., In each and every year through 1988,
the Chamber, as trustee, represented under penalty of perjury
that it had not encgaged in any lcans, contracts, or other self-
dezling financial transactions. Said representations were untrue

and concealed the existence of said illegal financial

transactions.

/7 .




1 SECOND CAUSE OF ACTION

. (For Commingling and Diversion of Assets)

2 :

a3 I : 16. Plaintiff realleges and incorporates by reference

4 the allegations in parag;aphs 1 through 15, above.

5 17. In or about late 1985, the defendants approached

6 | the Board of Recreation and Parks Commission (hereinafter, “Parks
7 IICommission"] for assistance in seeking donations for the repair

8 |l and maintenance of the Hollywood Sign. The defendants reguested

9 | that persons applying for filming permits to film the Hollywood
10 /| Sign be directed to the Chamber, who would then request a

11 !charitahle donation to be used for the repair end maintenance of

12 ithe Hollywood Sign. On or about February 14, 1586, the Parks

13 | Commission granted the defendants permission to solicit donations
14 |[{and instructed city officials to direct persané applying for

15 || filming permits to the defendants, to enable them to regquest

16 | donations. Defendants were informed that a charitable acnation
17 ||would not be a prereguisite for obtaining a filming permit from
18 | the City of Los Angeles.

19 18. Plaintiff is informed and believes that on or

20 || about January 1985, defendants began soliciting donations

21 | expressly for the repair and maintenance of the Hollywood Sign,
22 ||misrepresenting to those solicited that the funds were licensing

23 | fees required for filming thelHollywcﬁd Sign, and/or that the

] 24i;fees were charitable donations expressly for the benefit of the

25 EHollywucd Sign. Instead of segregating and accounting for the

26 | charitable donations in the Sign Trust accounts, the defendants

27 || initiated a *"licensing program” and misappropriated the
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'charitable donations as “user fees” for the benefit of the

Chamber.

19. pPlaintiff is informed and believes that the
]dEfendants solicited donations and fees for the filming of the

walk of Fame in the same manner as cited in paragraph 18, above,

misrepresenting to those.solicited that the funds were licensing

|
| fees reguired to obtain a filming permit and/or were charitable

dcnations +o be used for the express benefit of the walk pf game.,
Defendants did not segregate the donations and fees collected fcrl
| the benefit af the Walk cf Fame, but rather seid donations and
fees were misappropriated as "user fees” in the defendants’

!.

licensing program, which were used for the benefit of the

|Chamber.
I

20. Plaintiff is informed and believes that the

defendants received in excess of 587,000 in "user fees®” for the

|

benefit of the Eollywood Sign and in excess of $84,000 in “user

fees” for the benefit of the Walk of Fame during the years 1585

through 1990, which were diverted and commingled with the

| ;

Chamber's accounts.

21. Defendants’ failure to segregate, account for, or
| :

use the funds collected for the repair and mazintenance of the

| .
Eollywood Sign or the Walk of Fame is a misappropriation of

charitable assets and a viclation of Probate Code sections, 16002
énd 160089.

//
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THIRD CAUSE OF ACTICN

(For Constructive Fraud)

22. Plaintiff realleges and incorporates by reference
the allegations in paragraphs 1 through 21, above. |

23, Plaintiff is informed and believes that on or
about March 1587, the defendants Chamber and Welch regquested that
the City of Los Angeles permit the alteration and lighting of the
Hollywood Sign as a promotional event for the FOX televisich'"
network, :epfesénting to the City of Los Angeles and the Pérks
Commissions that the FOX network would make a $f7,00ﬁ donation
for the complete restoraticon ¢f the Eellywood Sign if_permitted
to alter and light the sigm. -

24. Plaintiff is informed and believes that the FOX
network relied on the representations of defendants Chamber and
Welch, that the donated funds wculd be used for the restoration.
of the Heollywood Sign, in making the 52?,060 donation to the
Chamber, and that the City of Los Angeles relied on the
representations of the defendants in permitting the alteration
and lighting of the Hollywocod Sign.

25. Plaintiff is informed and believes that defendants
made the above-referenced representations to the FOX networﬁ and
the City of Los Angeles with knowledge of thé_falseness of the
representations. The 527,000 deonation made for the benefit of
the Hollywood Sign from the FOX network was not used for the
above—s£ated puiposes and‘was diverted to £he use and benefit of

the Chamber in breach of Qivil Ccde section 1573 and Probate Code

| sections 16002 and 16009.
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POURTH CAUSE OF ACTION
(For Unfair Business Practices)

26. Plaintiff incorporates by reference the

| allegations in paragraphs 1 through 25, above.

29. %Plaintiff is informed and believes that

defendants’ conduct as set forth hereinabove, constitutes
unlawful, unfair and fraudulent business practices as defined in
Business and Professions Code section 17200 and Business and

Professions Code section 17500 in that:

A. Defendants made, caused to be made, and continue
to make and disséminate false and misleading statements to
the public and the City of Los angeles in order fc solicit
and collect donations for the filming of the Hollywood Sign
or ‘the Walk of Fame, as set forth in peragraphs, 17 through
21, above.

B. Defendants made,_céused to be made, and centinue
to make and disseminate false and mislezding statements
regarding “"licensing fees" required by the City of Los
Angeles to film the Hollywood Sign and the Walk of Fame, as
set forth in paragraphs 23 through 25, above.

28 ﬁefendants knew, or should have known, that the

. statements set forth above, were false or misleading at the time
defendants made said statements, or caused the staﬁements to be

made, and would result in unfaif and deceptive business practices
by the defendant Chamber to the-injury of the public and the two

icharitable trusts.

10.
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29. Plaintiff is informed and believes and'thereupcn
alleges that the defend%nts have continued, and will continue to
engage in the conduct alleged in paragraphs 26 through 28,

;hezeinabove, including the dissemination of false information,
ﬁand engaging in unfair business practices. Said continuing
conduct represents a2 threat the public.

FIFTH CAUSE OF ACTION
(For Constructive Trust)

30. Plaintiff realleges and incorporates by reference
the allegations in paragraphs 1 .through 28, above.
f 31. Plaintiff is informed and believes that.;cmmEncing
| on or about January 1985, defendant éhamber approached the City

of Los Zngeles with the proposal that the City support .the

[Chamber in obtaining service and trade marks of the likeness of
the Hollywood Sign and the Walk of Fame under the representation
that the said defendants would use the funds exclusively for the

benefit of the Hollywood Sign and the Walk of Fame. The City of

"LDS Angeles assisted defendants in obtaining the service marks of
the likeness of the Hollyweood Sign and the Walk of Fame and

informed persons applying for filming permits that the Chamber

held service marks and trade marks for any uses of the Hollywood

Sign and the Walk of Fame.

32, Plaintiff is informed and believes that defendants
ecquired and presently hold ﬁﬁe serﬁicetmafks'and trade marks of
the likeness of the Hollywoed Sign and the Walk of Fame in
constructive trust for the benefit of the Hollywood Sign Trust

and the Historic Trust, and have collected in excess of $400,000

L
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from the licensing of the service marks and trade marks. .Said

funds have been diverted by defendants for the benefit of the
Chamber. Defendants' business transactions have benefitted the
?Chamber-at the expense of the charitable trusts, and is a
misappropriation of charitable funds and a violafiop of Probate
“EDdE sections 16002 and 16004. The above-referenced service
marks and trade marks, along with any and all proceeds from said
-service marks and trade marks are impressed with a constructive

trust for the benefit of the two trusts.

WHEREFORE, plaintiff prays for judgment as follows:

L That an order issue directing the defendants and
iea:h of them to render to the court and plaintiff a -full and
lccmplete accounting of all funds and assets received by
defendants for the benefit of the Hollywood Sign Trust or the

| Hollywood Historic Trust; that defendants render a complete

accounting of funds and assets received for the filming of the

Hollywood Sign or the Walk of Fame, and all funds and assets

received for licensing fees for the use of the service and trade
fmarks registeréd to the Hollywood Chamber of Commerce depicting
the likeness of the Heollywood Sign or the Walk of Fame, |
2. Upon the rendering of such accounting, that the
| Court degermine the total amc;nt in funds and assets of the
[Hollywood Sign Trust and the Hollywood Historic Trust which have.
been wrongfully and unlawfully ordered disbursed or
ﬁisapprﬁpriated by the Hollywood Chamber of Commerce, and/or any

of its directors, officers or employees and to determine whether

s e

the trustees of the Hollywood Sign Trust and Hollywood Historic

12.
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iTrust have breached their trust so &s to require their removal as
trustees of said trusts.

3: For damages according to proof.

4. For a judgment declaring that the service marks
and trade marks obtained by defendants are held in constructive
| trust for the benefit of the Sign Trust and Eistoric Trust.
‘ 5. For exemplary damages as permitted by law.
| B For an order enjeining defendants from engaging in
iany add;timnal unfair business practices as set forth

rhereinabcver and for restitution and civil penalties zs provided

| by law for each and every act of unfair business practices by

| 1 That plaintiff recover costs of investigation and
|$uit_

i 8. For such other and further relief as the court

[defandants.
Idaems just and proper.

, DATED: Qctober 31, 1591,

l DANIEL E. LUNGREN, Attorney General
of the State of California

JAMES R. SCHWARTZ,

PATRICIA BARBOS

Deputy Attorpey,

Gener

By:

JAMES R,
Deputy A

13.
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DENIEL E. LUNGREN,

Plaintiff,

V.

| HOLLEWOOD CHARMBER OF COMMERCE,

et al.

Defendants.

| ;
[!CITY OF LOS ANGELES,

| .

JOLLYWOOD CHEAMBER OF COMMERCE,
Et al'f

Defendants.

E Plaintiff in Intervention

St St St S T S T St Yt Pt T B Vo ot g St S’ S gt S B e Y

HO. BC 0413458

STIPULATED JUDGMENT AS TO
DEFERDANT HOLLYWOOD CHAMEBER

OF COMMERCE

WHEREAS plaintiff, Daniel E. Lungren, Attorney General
of the State of California, acting through his attorneys of
.‘re:ord James R. Schwartz and H. Chester Hmrﬁ, Jr., Deputy
qﬁttorrays General, and plaintiff in intervention, the City of Los
2ngeles, acting through its attorneys of record, Pedro B.
Echeverria and.JDhn Haggarty, and defendants Hollywood Chamber of
’Ccﬂmerce, Edward Lewis, and William Welch, acting through their
attorneys, Daniel M. Kolkey and William Hegner of Gibsen, Dunn &

| Crutcher, and defendant Larry Kaplan, acting through his
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attorney, Leroy 8. Walker, agree and stipulate to entry of this

judgment as to the Hollywood Chamber of Commerce and to the

'matters stated herein, and

WHEREAS the parties hereto through their respective

authorized counsel, have obtained all necessary authority and

(complied with all prereguisites to their execution of this

agreement and stipulation to enter judgment;

It is hereby stipulated, adjudged and decreed as

| follows:

1) There currently exist two charitable trusts known
respectively as the Hollywood Sign Trust (“HST") and the Walk Of

Fame (or Historic) Trust (*WOFT"), established by the

‘declarations of trust dated. 1978 and 1979 . The

Hollywood Chamber of Commerce (“HCOC”) is currently the trustee
fcr both the HST and WOFT. The HCOC shall uncondltlonally and
1rrevocably resign as trustee of both the HST and the WOFT

effective on or before ; 1882,

2) There shall be no disbursements from, nor any
expenses or liabilities incurred by, the HST or WOFT from
January 31, 19892, until appeointment and confirmation of the new

trustees of said trusts as provided in paragraph 5 of this

| Jjudgment.

3) BHCOC shall pay to the HS; and the WDFT in new

ﬁmcnlas, the principal sum of $224,464, payable $161,883.50 to the

HST and $62,580.50 to the WOFT on the following terms and
conditions:

a) $224,464 to be paid in full over 10 years




o w m 4

12
43
14

15

16
17
18
13
20
21
22
23
24
29

26

27

T tn e W K

® ®
commencing on December 31, 18852, in egual annual
installments of $22,446.40 in principal payments plus
interest on the total unpaid balance at ‘9% per year simple
interest. Seventy-two percent (72%) of each payment of
principal and interest shall be made to the HST and twenty-
eight percent (28%) shall be made to WOFT.

b) The payments provided in piragraph 3a herein
represent & minimum payment. HCOC may prepay any amount
against principal at any time. In the event the HCOC pays
more than reguired to make an annual minimum payment, it
may, at HCOC's discretion, be credited with earlier
prepayments for the purpose of calculating its current
vear’s reguirement under the ten-year payment schedule; if
so, the HCOC is not in default on the minimum payment
schedule.

c) The pqrtion of the $224,464.00 plus interest which
is allocated to the WOFT will be used exclusively for the
repair, maintenance, refurbishment, and capital improvements
to the Walk of Fame and not for the Hollywood Museum.

d) The portion of the $224,464 plus interest which is
allocated to the HST will be used exclusively for the
repair, maintenance, refurbishment and capital improvements
to the Hollywood Sign or related thereto.

4) Until all monies payable pursuant to paragraph 3

herein are paid in full, HCOC shall pay over .to the HSET and WOFT
all (100%) of the net revenues obtained from all of the trade and

service marks (hereinafter collectively “marks”) related to the
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Hollywood Sign and/or Walk of Fame. To the extent said net
revenues exceed the minimum payment specified in Paragraph 3

1
herein for any qiﬂgggxiy period, HCOC shall account, for and pay

over to the HST and WOFT, all guch excess revenue within 180 days
annual

of the date on which the quarkezky payment was made. Any such

' payment in excess of net revenue shall be allocated first to any

past due accrued interest, if any, and thereafter treated as a
reduction in the principal amount owed under Paragraph 3 herein.

In addition, until all monies pursuant to Paragraph 3 herein are

| paid in full, HCOC pledges, and HST and WOFT shall have a lien

against, all (100%) of the net revenues from any and all marks
related to the Hollywood Sign and/or the Walk of Fame, including
all marks currently held and any that may be obtained, registered
or otherwise acquired by the HCOC in the future.

5) The resignation of the HCOC as trustee of both the

HST and WOFT shall be effective and the trust terms
for each trust (paragraph 7 of the HST instrument and
paragraph L of the WOFT instrument) shall be modified to

read in part as follows:
This trust shall have nine trustees to be appointed as
follows:
1) Two trustees shall be appeointed by the City of Los
Angeles. The city appointed trustees are full voting
trustees and each shall be either“an elected/appointed
official or City employee. The city trustees shall serve an
indefinitﬁ_term at the sole discretion of the City of Los

Angeles.




=

1

13
14
4.3
16
137
18
18
20
ZL
22

o)

24
25
26
27

ch W e e My

2) Seven trustees shall be indiviéuals appointed by
the HCOC. No more than four of the HCOC appointees may
serve ccn;urrently (or have served in the past 5 years) as
an officer, director, or employee of the HCOC. &All seven
initial appointments by the ECOC shall be nominated on or

before , 1992 and shall be approved by the court

prior to serving as trustees. The seven HCOC appointees
shall serve staggered terms, i.e., two for Dne'year, three
for two years and two for three years. The trust shall
operate &s an independent entity (excepting the HCOC's
appointment authority) and in any and all transactions
involving the HCOC, any trustee who is éerving concurrently
or has served as an HCOC Director, Officer or employee
within the last 5 years shall recuse himself or herself from
voting algng with the other trustees concerning that
transaction. After the initial terms of office are
completed in their entireties, appointees for new terms
shall not reguire court approval.
&) The HCOC will submit to the Internal ﬁevenue
Service any materials regarding the changes in the trusts as set
forth above that it may be required to submit by law. Aall
parties hereto agree to cooperate to obtain any approval by the
Internal Revenue Service or any other agency or authority to the
extent any such approval may be reguired by law.
7) The Attorney General and the City of Los Angeles do
not and shall not challenge the Chamber's exclusive rights to the

trade and service marks which the HCOC holds or those which it
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may create in the future which incorporate the likeness of the
Sign or Walk or any of their features. The HCOC agrees that it
will waive all royalties with respect to the City's use, without
further notice to the HCOC, of the Eﬂgi;iizxrxkxmmﬁ$&§mxﬁﬁﬂ¢ﬂf
Tthex¥OF provided that: (a) said use is solely by the City of Los
Angeles for governmental, non-commercial, purposes, and (b) said
use does not include any co-use or promotion by anyone other than
the City. In consideration thereof, the HCOC agrees that after
full payment of the $224,464.00 plus interest (upon the terms
described in paragraph 3 above), the HCOC will pay thirty percent
(30%) of the net revenue received from the marké on the following
terms and conditions:

a) The base amount of money held by the HST shall be
$150,000; the base amount of money held by the WOFT shall be
€100,000. The base amount is to be calculated on December
31 of each year.

by 1If, on December 31 of any year, the money held by
one of or both of the trusts is below the base amount, the
HCOC will pay 30% of the net revenue received from the marks
in the succeeding l2-month period to one or both the trusts
until each trust reaches the base amount. The 30 percent of
net revenue shall be paid in egual amounts to each trust
until said trust(e) reaches the base amount. Thereafter,
the HCOC is not Ubligeﬁ to make further payments to the
trusts from mark revenues until the trust revenue falls

below the base amount which will be determined on December

31 of any succeeding year. The truste will make awvailable
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to the HCOC adeguate financial and accounting documents to

determine when base amounts have been achieved in each

trust.

c) 1If the base amount in the truste is such that the
HCOC is not obliged to pay 30% of the net revenue received
from the marks into the trusts, the HCOC may dispose of that
30% .in any manner consistent with its charter, but may not
use that 30% for routine gerexx¥ HCOC general administrative
expenses, celebrating parties, or bonuses.

d) 1If, on any given year, following the year in which
full payment of the $224,464.00 plus accrued interest is
made,rrd if the HCOC is not obliged to make the 30% payment
referred to in paragraph (b) herein, and the net revenue
generated by the marks exceeds $100,000.00, the HCOC will
pay 10 percent of the net revenues over $100,000.00 for that
vear to the trusts; 5 percent to each trust. For the
purposes of this paragraph, the net annual revenue received
from the marks will be determined on December 31 of each
year,

E]I Other than as provided in this pareagraph 7 and
paragraph 4 above, the HCOC is free to develop, register,
generate revenues from and expend revenues from marks which
incorporate the likeness of the Sign or Walk or any of their
features.

f) The trusts shall be empowered to decline to accept

any payments that would jeopardize their tax exempt status.

—
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B) In the event that either the HST or WOFT is
dissolved in the future, all monies held by the dissolved trust,
except those funds in the museum account of the WOFT, shall be
transferred to the City of Los Angeles to be held in an express
trust for the exact same purposes as the funds are currently held
by the current trust.

9) This action is dismissed with prejudice as to
defendants Lewis, Welch and Kaplan. Each party is to bear its
own costs and attorneys' fees.

10) Nothing in this Judgment shall be deemed a finding
of wrongdeing by any party or an admission by any party of any
liability or lack thereof with regard to the merits of the
allegations contained in the Complaint filed in this action.

This Judgment has been entered into by consent of all parties for
gsettlement purposes only.

11)4%) Services by mail upon counsel for each party shall
be sufficient for all purposes.

DATED:

JUDGE OF THE SUPERIOR COURT
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